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Facilities that are a new operation and did not have RNs/LPNs for the entire calendar year preceding March 31, 2013, or
each March 31 thereafter, shall be awarded the statewide average quality points for this measure. Facilities that did not
submit a Schedule X as of March 31 shall receive zero (0) quality points for this measure.
(4) CNA retention rate. The office shall determine each nursing facility's CNA retention rate using data from its Schedule
X. The CNA retention rate shall be calculated as follows:

CNA Retention Rate =

Total Number of CNA Employees Employed at the Beginning of the Year that are still
Employed at the End of the Calendar Year

Total Number of CNA Employees at the Beginning of the Calendar Year
Each nursing facility shall be awarded no more than three (3) quality points based on the facility's CNA retention rate.
Quality points shall be determined using each nursing facility's most recently completed Schedule X as of March 31, 2013,
and each March 31 thereafter. Each nursing facility's quality points under this subdivision shall be determined as follows:

Nursing Facility's CNA Retention Rates Quality Points Awarded

Less than or equal to 49.5% 0

Greater than 49.5% and less than 76.0%
Proportional quality points awarded as follows:

3 – [(76.0% – facility's annual CNA retention rate) × 11.320755]

Equal to or greater than 76.0% 3
Facilities that are a new operation and did not have CNAs for the entire calendar year preceding March 31, 2013, or each
March 31 thereafter, shall be awarded the statewide average quality points for this measure. Facilities that did not submit
a Schedule X as of March 31 shall receive zero (0) quality points for this measure.
(5) RN/LPN turnover rate. The office shall determine each nursing facility's RN/LPN turnover rate using data from its
Schedule X. The RN/LPN turnover rate shall be calculated as follows:

RN/LPN Turnover Rate =
Total Number of RN/LPN Employees who left their Positions During the Calendar Year

Total Number of RN/LPN Employees at the Beginning of the Calendar Year

Each nursing facility shall be awarded not more than one (1) quality point based on the facility's RN/LPN turnover rate.
Quality points shall be determined using each nursing facility's most recently completed Schedule X as of March 31, 2013,
and each March 31 thereafter. Each nursing facility's quality points under this subdivision shall be determined as follows:

Nursing Facility's Annual RN/LPN Turnover Rate Quality Points Awarded

Less than or equal to 26.1% 1

Greater than 26.1% and less than 71.4%
Proportional quality points awarded as follows:

1 – [(26.1% – facility's annual RN/LPN turnover rate) × (-2.207506)]

Equal to or greater than 71.4% 0

Facilities that are a new operation and did not have RNs/LPNs for the entire calendar year preceding March 31, 2013, or
each March 31 thereafter, shall be awarded the statewide average quality points for this measure. Facilities that did not
submit a Schedule X as of March 31 shall receive zero (0) quality points for this measure.
(6) CNA turnover rate. The office shall determine each nursing facility's CNA turnover rate using data from its Schedule
X. The CNA turnover rate shall be calculated as follows:

CNA Turnover Rate =
Total Number of CNA Employees who left their Positions During the Calendar Year

Total Number of CNA Employees at the Beginning of the Calendar Year
Each nursing facility shall be awarded no more than two (2) quality points based on the facility's CNA turnover rate. Quality
points shall be determined using each nursing facility's most recently completed Schedule X as of March 31, 2013, and each
March 31 thereafter. Each nursing facility's quality points under this subdivision shall be determined as follows:

Nursing Facility Annual CNA Turnover Rates Quality Points Awarded

Less than or equal to 39.4% 2

Greater than 39.4% and less than 96.2%
Proportional quality points awarded as follows:

2 – [(39.4% – facility's annual CNA turnover rate) × (-3.521127)]

Equal to or greater than 96.2% 0
Facilities that are a new operation and did not have a CNA for the entire calendar year preceding March 31, 2013, or each
March 31 thereafter, shall be awarded the statewide average quality points for this measure. Facilities that did not submit
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a Schedule X as of March 31 shall receive zero (0) quality points for this measure.
(7) Administrator turnover. The office shall determine each nursing facility's administrator turnover using data from its
Schedule X. The nursing facility administrator turnover quality points shall be based on the number of nursing home
administrators employed or designated by the facility during the mos t recent  five (5) year period. A nursing facility
administrator hired on a temporary basis due to a documented medical or other temporary leave of absence shall not be
counted in cases where the previous administrator is reasonably expected to return to the position and whose employment
or designation as facility administrator is not terminated. Any such leave of absence shall be documented to the satisfaction
of the office. Each nurs ing facility shall be awarded not more than three (3) quality points based on the facility's
administrator turnover rate. Quality points shall be determined using each nursing facility's most recently completed
Schedule X as of March 31, 2013, and each March 31 thereafter. Each nursing facility's quality points under this subdivision
shall be determined as follows:

Number of Administrators Employed Within the Last Five (5) Years Quality Points Awarded

6 or more 0

5 1

4 2

3 or fewer 3
Facilities that did not have a facility administrator employed or designated for the previous five (5) years shall be awarded
the statewide average quality points for this measure. Facilities that did not submit a Schedule X as of March 31 shall
receive zero (0) quality points for this measure.
(8) Director of nursing (DON) turnover. The office shall determine each nursing facility's DON turnover using data from
its Schedule X. The nursing facility DON turnover quality points shall be based on the number of DONs employed or
designated by the facility during the most recent five (5) year period. A nursing facility DON hired on a temporary basis
due to a documented medical or other temporary leave of absence shall not be counted in cases where the previous DON
is reasonably expected to return to the position and whose employment or designation as facility DON is not terminated.
Any such leave of absence shall be documented to the satisfaction of the office. Each nursing facility shall be awarded no
more than three (3) quality points based on the number of DONs employed or designated by the facility during the most
recent five (5) year period. Quality points shall be determined using each nursing facility's most recently completed Schedule
X as of March 31, 2013, and each March 31 thereafter. Each nursing facility's quality points under this subdivision shall
be determined as follows:

Number of DONs Employed Within the Last Five (5) Years Quality Points Awarded

6 or more 0

5 1

4 2

3 or fewer 3
Facilities that did not have a facility DON employed or designated for the previous five (5) years shall be awarded the
statewide average quality points for this measure. Facilities that did not submit a Schedule X as of March 31 shall receive
zero (0) quality points for this measure.

(Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-7; filed Aug 12, 1998, 2:27 p.m.: 22 IR 74, eff Oct 1, 1998;
filed Mar 2, 1999, 4:42 p.m.: 22 IR 2243; readopted filed Jun 27, 2001, 9:40 a.m.:24 IR 3822; filed Mar 18, 2002, 3:30 p.m.: 25
IR 2468; filed Oct 10, 2002, 10:47 a.m.: 26 IR 712; errata filed Feb 27, 2003, 11:33 a.m.: 26 IR 2375; filed Jul 29, 2003, 4:00 p.m.:
26 IR 3873; filed Apr 24, 2006, 3:30 p.m.: 29 IR 2978; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA;
filed Apr 3, 2009, 1:44 p.m.: 20090429-IR-405080602FRA; filed Nov 12, 2009, 4:01 p.m.: 20091209-IR-405090215FRA; filed Nov
1, 2010, 11:37 a.m.: 20101201-IR-405100183FRA; filed May 31, 2013, 8:52 a.m.: 20130626-IR-405120279FRA; readopted filed
Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; filed Apr 29, 2015, 3:38 p.m.: 20150527-IR-405150034FRA; filed Aug 1,
2016, 3:44 p.m.: 20160831-IR-405150418FRA; filed Oct 13, 2017, 12:09 p.m.: 20171108-IR-405160327FRA; filed Apr 19, 2018,
11:30 a.m.: 20180516-IR-405170552FRA)
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405 IAC 1-14.6-8 Limitations or qualifications to Medicaid reimbursement; advertising; vehicle basis
Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 8. (a) Advertising is not an allowable cost under this rule except for those advertising costs incurred in the recruitment
of facility personnel necessary for compliance with facility certification requirements. Advertising costs are not allowable in
connection with public relations or fundraising or to encourage patient utilization.

(b) Each facility and home office shall be allowed only one (1) patient care-related automobile to be included in the vehicle
basis for purposes of computing the average historical cost of property of the median bed. As used in this subsection, "vehicle basis"
means the purchase price of the vehicle used for facility or home office operation. If a portion of the use of the vehicle is for personal
purposes or for purposes other than operation of the facility or home office, then such portion of the cost must not be included in the
vehicle basis. The facility and home office are responsible for maintaining records to substantiate operational and personal use for
one (1) allowable automobile. This limitation does not apply to vehicles with a gross vehicle weight of more than six thousand (6,000)
pounds. (Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-8; filed Aug 12, 1998, 2:27 p.m.: 22 IR 75, eff Oct
1, 1998; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted fi led Sep 19, 2007, 12:16 p.m.: 20071010-IR-
405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; readopted filed Nov 13, 2019, 11:54 a.m.:
20191211-IR-405190487RFA)

405 IAC 1-14.6-9 Rate components; rate limitations; profit add-on
Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15-13-6

Sec. 9. (a) The Medicaid reimbursement system is based on recognition of the provider's allowable costs for the direct care,
therapy, indirect care, administrative, and capital components, plus a potential profit add-on payment as defined below. The direct
care, therapy, indirect care, administrative, and capital rate components are calculated as follows:

(1) The direct care component is equal to the provider's normalized allowable per patient day direct care costs times the
facility-average CMI for Medicaid residents, plus the allowed profit add-on payment as determined by the methodology in
subsection (b).
(2) The therapy component is equal to the provider's allowable Medicaid per patient day direct therapy costs.
(3) The indirect care and capital components are equal to the provider's allowable per patient day costs for each component,
plus the allowed profit add-on payment as determined by the methodology in subsection (b).
(4) The administrative component shall be equal to one hundred percent (100%) of the average allowable cost of the median
patient day.
(b) The profit add-on payment will be calculated as follows:
(1) For nursing facilities designated by the office as children's nursing facilities, the allowed direct care component profit
add-on is equal to the profit add-on percentage contained in Table 1, times the difference (if greater than zero (0)) between:

(A) the normalized average allowable cost of the median patient day for direct care costs times the facility average
CMI for Medicaid residents times the profit ceiling percentage contained in Table 1; minus
(B) the provider's normalized allowable per patient day costs times the facility average CMI for Medicaid residents.

Table 1

Children's Nursing Facilities

Effective Date

Direct Care Profit Add-on Percentage Direct Care Profit Ceiling Percentage

July 1, 2003, through
June 30, 2019 July 1, 2019, and after

July 1, 2003, through
June 30, 2019 July 1, 2019, and after

Percentage 30% 52% 110% 105%

(2) For nursing facilities that are not designated by the office as children's nursing facilities, the tentative direct care
component profit add-on payment is equal to the profit add-on percentage contained in Table 2, times the difference (if
greater than zero (0)) between:

(A) the normalized average allowable cost of the median patient day for direct care costs times the facility average
CMI for Medicaid residents times the profit ceiling percentage contained in Table 2; minus
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(B) the provider's normalized allowable per patient day costs times the facility average CMI for Medicaid residents.

Table 2

Non-Children's Nursing Facilities

Effective Date

Direct Care Profit Add-on Percentage Direct Care Profit Ceiling Percentage

July 1, 2003, through
June 30, 2019 July 1, 2019, and after

July 1, 2003, through
June 30, 2019 July 1, 2019, and after

Percentage 30% 0% 110% 105%
(3) For nursing facilities not designated by the office as children's nursing facilities, the allowed direct care component profit
add-on payment is equal to the facility's  tentat ive direct care component profit add-on payment times the applicable
percentage contained in Table 3, based on the facility's total quality score.

Table 3

Total Quality Score Percentage

84 – 100 100%

19 – 83 100% + ((Total Quality Score – 84) / 66)

18 and below 0%
In no event shall the allowed direct care profit add-on payment exceed ten percent (10%) of the average allowable cost of
the median patient day.
(4) The tentative indirect care component profit add-on payment is equal to the profit add-on percentage contained in Table
4, times the difference (if greater than zero (0)) between:

(A) the average allowable cost of the median patient day times the profit ceiling percentage contained in Table 4;
minus
(B) a provider's allowable per patient day cost.

Table 4

Effective Date

Indirect Care Profit Add-on Percentage Indirect Care Profit Ceiling Percentage

July 1, 2003, through
June 30, 2019 July 1, 2019, and after

July 1, 2003, through June
30, 2019 July 1, 2019, and after

Percentage 60% 52% 105% 100%

The allowed indirect care component profit add-on payment is equal to the facility's tentative indirect care component profit
add-on payment times the applicable percentage contained in Table 3, based on the facility's total quality score.
(5) The tentative capital component profit add-on payment is equal to sixty percent (60%) times the difference (if greater
than zero (0)) between:

(A) the average allowable cost of the median patient day times the profit ceiling percentage contained in Table 5;
minus
(B) a provider's allowable per patient day cost.

Table 5

Capital Component Profit Ceiling Percentage

Effective Date July 1, 2003, through June 30, 2019 July 1, 2019, and after

Percentage 100% 80%
(C) The allowed capital component profit add-on payment is equal to the facility's tentative capital component profit
add-on payment times the applicable percentage contained in Table 3, based on the facility's total quality score.

(6) The therapy component profit add-on is equal to zero (0).
(c) Notwithstanding subsections (a) and (b), in no instance shall a rate component exceed the overall rate ceiling defined

as follows:
(1) The normalized average allowable cost of the median patient day for direct care costs times the facility-average CMI
for Medicaid residents times the overall rate ceiling percentage in Table 6.

Table 6

Direct Care Component Overall Rate Ceiling Percentage

Effective Date July 1, 2003, through June 30, 2019 July 1, 2019, and after
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Percentage 120% 110%
(2) The average allowable cost of the median patient day for indirect care costs times the overall rate ceiling percentage in
Table 7.

Table 7

Indirect Care Component Overall Rate Ceiling Percentage

Effective Date July 1, 2003, through June 30, 2019 July 1, 2019, and after

Percentage 115% 100%
(3) The average allowable cost of the median patient day for capital-related costs times the overall rate ceiling percentage
in Table 8.

Table 8

Capital Component Overall Rate Ceiling Percentage

Effective Date July 1, 2003, through June 30, 2019 July 1, 2019, and after

Percentage 100% 80%

(4) For the therapy component, no overall rate component limit shall apply.
(d) In order to determine the normalized allowable direct care costs from each facility's  Financial Report for Nursing

Facilities, the office shall determine each facility's CMI for all residents on a time-weighted basis. For a provider's financial report
beginning in the month referenced in Table 9, column (a), the calendar quarters used for determining a facility's CMI will begin with
the corresponding calendar quarter referenced in Table 9, column (b). The calendar quarters used in determining the facility's CMI
will include quarters through the provider's financial report ending in the month referenced in Table 9, column (c), with the
corresponding calendar quarter referenced in Table 9, column (d).

Table 9

Cost Report Begin Date
Beginning Calendar Quarter

to Determine CMI Cost Report End Date
Ending Calendar Quarter to

Determine CMI

(a) (b) (c) (d)

January Year 1 1st Quarter Year 1 January Year 1 1st Quarter Year 1

February Year 1 2nd Quarter Year 1 February Year 1 1st Quarter Year 1

March Year 1 2nd Quarter Year 1 March Year 1 1st Quarter Year 1

April Year 1 2nd Quarter Year 1 April Year 1 2nd Quarter Year 1

May Year 1 3rd Quarter Year 1 May Year 1 2nd Quarter Year 1

June Year 1 3rd Quarter Year 1 June Year 1 2nd Quarter Year 1

July Year 1 3rd Quarter Year 1 July Year 1 3rd Quarter Year 1

August Year 1 4th Quarter Year 1 August Year 1 3rd Quarter Year 1

September Year 1 4th Quarter Year 1 September Year 1 3rd Quarter Year 1

October Year 1 4th Quarter Year 1 October Year 1 4th Quarter Year 1

November Year 1 1st Quarter Year 2 November Year 1 4th Quarter Year 1

December Year 1 1st Quarter Year 2 December Year 1 4th Quarter Year 1
(e) The office shall publish requirements for use in determining the time-weighted CMI. These requirements:
(1) shall be published as a provider bulletin; and
(2) may be updated by the office as needed.

Any such updates shall be made effective no earlier than permitted under IC 12-15-13-6(a). (Office of the Secretary of Family and
Social Services; 405 IAC 1-14.6-9; filed Aug 12, 1998, 2:27 p.m.: 22 IR 75, eff Oct 1, 1998; filed Mar 2, 1999, 4:42 p.m.: 22 IR
2244; readopted filed Jun 27, 2001, 9:40 a.m.:24 IR 3822; filed Mar 18, 2002, 3:30 p.m.: 25 IR 2470; filed Oct 10, 2002, 10:47
a.m.: 26 IR 714; filed Jul 29, 2003, 4:00 p.m.: 26 IR 3874; filed Apr 24, 2006, 3:30 p.m.: 29 IR 2980; readopted filed Sep 19, 2007,
12:16 p.m.: 20071010-IR-405070311RFA; filed Nov 12, 2009, 4:01 p.m.: 20091209-IR-405090215FRA; filed May 31, 2013, 8:52
a.m.: 20130626-IR-405120279FRA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; filed Apr 29, 2015,
3:38 p.m.: 20150527-IR-405150034FRA; filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-405150418FRA; filed Oct 13, 2017, 12:09
p.m.: 20171108-IR-405160327FRA; filed Apr 19, 2018, 11:30 a.m.: 20180516-IR-405170552FRA)
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405 IAC 1-14.6-10 Computation of rate; allowable costs; review of cost reasonableness
Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 10. (a) Costs and revenues, excluding non-Medicaid routine revenue, shall be reported as required on the financial
report forms. Allowable patient care costs shall be clearly identified.

(b) The provider shall report as patient care costs only costs that have been incurred in the providing of patient care services.
The provider shall certify on all financial reports that costs not related to patient care have been separately identified on the financial
report.

(c) In determining reasonableness of costs, the office may compare line items, cost centers, or total costs of providers
throughout the state. The office may request satisfactory documentation from providers whose costs do not appear to be accurate or
allowable.

(d) Indiana state taxes, including local taxes, shall be considered an allowable cost. Personal or federal income taxes are
not considered allowable costs.

(e) The following costs are not considered allowable costs and shall not be included in the established rate:
(1) All over-the-counter, legend, and nonlegend drugs.
(2) Cost of replacement hearing aids and eyeglasses.
(3) All costs associated with pastoral care.
(4) All costs associated with resident and family gifts, including, but not limited to, flowers, Bibles, and memory books.
(5) All costs associated with collection fees.
(6) All costs, fees, and dues associated with lobbying activities.
(7) All costs of acquisitions, such as the purchase of corporate stock as an investment or purchases of new facilities.
(8) All costs associated with barber and beauty shop activities.
(9) All costs associated with marketing.
(10) Travel and entertainment costs to research investments or business opportunities.
(11) Medicare Part D covered drugs or supplies.

(Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-10; filed Aug 12, 1998, 2:27 p.m.: 22 IR 76, eff Oct 1, 1998;
filed Mar 2, 1999, 4:42 p.m.: 22 IR 2245; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16
p.m.: 20071010-IR-405070311RFA; filed May 31, 2013, 8:52 a.m.: 20130626-IR-405120279FRA; readopted filed Oct 28, 2013,
3:18 p.m.: 20131127-IR-405130241RFA; filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-405150418FRA; filed Oct 13, 2017, 12:09
p.m.: 20171108-IR-405160327FRA)

405 IAC 1-14.6-11 Allowable costs; services provided by parties related to the provider
Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 11. (a) For facilities other than nonstate government owned nursing facilities, costs applicable to services, facilities,
and supplies furnished to the provider by organizations related to the provider by common ownership or control must be reported
in the rate component(s) most descriptive of the related organization's cost at the cost to the related organization. However, such cost
must not exceed the price of comparable services, facilities, or supplies that could be purchased as an arm's-length transaction in an
open competitive market.

(b) For nonstate government owned (NSGO) nursing facilities, costs applicable to services, facilities, and supplies furnished
to the provider by organizations related by common ownership or control to either the current NSGO provider, or any former provider
or related entity that currently serves as the management company or entity in a similar decision making capacity for the NSGO
provider, must be reported in the rate component(s) most descriptive of the related organization's cost at the cost to the related
organization. However, such cost must not exceed the price of comparable services, facilities, or supplies that could be purchased
as an arm's-length transaction in an open competitive market.

(c) Common ownership exists when an individual, individuals, or any legal entity possesses ownership or equity of at least
five percent (5%) in the provider as well as the institution or organization serving the provider. An individual is considered to own
the interest of immediate family for the determination of percentage of ownership. The following persons are considered immediate
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family:
(1) Husband and wife.
(2) Natural parent, child, and sibling.
(3) Adopted child and adoptive parent.
(4) Stepparent, stepchild, stepsister, and stepbrother.
(5) Father-in-law, mother-in-law, sister-in-law, brother-in-law, son-in-law, daughter-in-law, stepson-in-law, and
stepdaughter-in-law.
(6) Grandparent and grandchild.
(d) Control exists where an individual or an organization has the power, directly or indirectly, to influence or direct the

actions or policies of an organization or institution, whether or not actually exercised. A general partner is considered to control an
entity.

(e) Transactions between related parties are not considered to have arisen through arm's-length negotiations. Costs applicable
to services, facilities, and supplies furnished to a provider by related parties shall not exceed the lower of the cost to the related party,
or the price of comparable services, facilities, or supplies purchased as an arm's-length transaction in an open competitive market.
An exception to this subsection may be granted by the office if requested in writing by the provider before the annual rate review
effective date to which the exception is to apply. The provider's request shall include a comprehensive representation that every
condition in subsection (f) has been met. This representation shall include, but not be limited to, the percentage of business the
provider transacts with related and nonrelated parties based upon revenue. When requested by the office, the provider shall submit
documentation, such as invoices, standard charge master listings, and remittances, to substantiate the provider's charges for services,
facilities, or supplies to related and nonrelated parties.

(f) The office shall grant an exception when a related organization meets all of the following conditions:
(1) The supplying organization is a bona fide separate organization whos e s ervices, facilities, and supplies are made
available to the public in an open competitive market.
(2) A sufficient part of the supplying organization's business activity is transacted with other than the provider and
organizations related to the supplier in common ownership or control, and there is an open competitive market for the type
of services, facilities, or supplies furnished by the organization. Transactions with residents of nursing facilities that are
owned, operated, or managed by the provider or organizations related to the provider or any former provider or related entity
that currently serves as the management company or entity in a similar decision making capacity for a NSGO provider shall
not be considered an arm's-length business activity transacted in an open competitive market.
(3) The services, supplies, or facilities are those that commonly are obtained by institutions, such as the provider, from other
organizations and are not a basic element of patient care ordinarily furnished directly to patients by such institutions.
(4) For facilities other than NSGO nursing facilities, the organization actually furnishes such services, facilities, or supplies
to other nonrelated party organizations, and the charge to the provider is in line with the charge for such services, facilities,
or s upplies in the open market and no more than the charge made under comparable circumstances to others by the
organization for such services, facilities, or supplies.
(5) For NSGO nursing facilities, the organization actually furnishes such services, facilities or supplies to organizations that
are not related to the NSGO provider or any former provider or related entity that currently serves as the management
company or entity in a similar decision making capacity for the NSGO provider. The charge to the provider shall be:

(A) in line with the charge for such services, facilities, or supplies in the open market; and
(B) not more than the charge made under comparable circumstances to others by the organization for such services,
facilities, or supplies.

(g) The related-party exception shall be granted for any period of time, up to the maximum period of two (2) years. (Office
of the Secretary of Family and Social Services; 405 IAC 1-14.6-11; filed Aug 12, 1998, 2:27 p.m.: 22 IR 76, eff Oct 1, 1998; filed
Mar 2, 1999, 4:42 p.m.: 22 IR 2245; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; filed May 31, 2013, 8:52 a.m.: 20130626-IR-405120279FRA; readopted filed Oct 28, 2013, 3:18
p.m.: 20131127-IR-405130241RFA; filed Oct 13, 2017, 12:09 p.m.: 20171108-IR-405160327FRA)

405 IAC 1-14.6-12 Allowable costs; fair rental value allowance
Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Indiana Administrative Code Page 106

http://iac.iga.in.gov/iac/irdin.pdf?din=20071010-IR-405070311RFA
http://iac.iga.in.gov/iac/irdin.pdf?din=20130626-IR-405120279FRA
http://iac.iga.in.gov/iac/irdin.pdf?din=20131127-IR-405130241RFA
http://iac.iga.in.gov/iac/irdin.pdf?din=20171108-IR-405160327FRA
http://iga.in.gov/legislative/laws/2022/ic/titles/12/#12-15-1-10
http://iga.in.gov/legislative/laws/2022/ic/titles/12/#12-15-21-2
http://iga.in.gov/legislative/laws/2022/ic/titles/12/#12-13-7-3
http://iga.in.gov/legislative/laws/2022/ic/titles/12/#12-15


2023 Edition

OFFICE OF THE SECRETARY OF FAMILY AND SOCIAL SERVICES

Sec. 12. (a) Providers shall be reimbursed for the use of allowable patient-related facilities and equipment, regardless of
whether they are owned or leased, by means of a fair rental value allowance. The fair rental value allowance shall be in lieu of the
costs of all depreciation, interest, letter of credit fees, lease, rent, amortization expense, deferred loan fees, or other consideration
paid for the use of property, except that rental costs for low air loss mattresses, pressure support surfaces, and oxygen concentrators
shall be reimbursed in the direct care component. The fair rental value allowance includes all central office facilities and equipment
whose patient care-related depreciation, interest, or lease expense is appropriately allocated to the facility.

(b) The fair rental value allowance is calculated as follows:
(1) Determine, on a per bed basis, the historical cost of allowable patient-related property for facilities that are not acquired
through an operating lease arrangement, including:

(A) land, building, improvements, vehicles, and equipment; and
(B) costs;

required to be capitalized in accordance with generally accepted accounting principles. Land, buildings, and improvements
shall be adjusted for changes in valuation by inflating the reported allowable patient-related historical cost of property from
the later of July 1, 1976, or the date of facility acquisition to the present based on the change in the R. S. Means
Construction Index.
(2) The inflation-adjusted historical cost of property per bed as determined in subdivision (1) is arrayed to arrive at the
average historical cost of property of the median bed.
(3) The average historical cost of property of the median bed as determined in subdivision (2) is extended times the number
of beds for each facility that are used to provide nursing facility services to arrive at the fair rental value amount.
(4) The fair rental value amount is extended by a rental rate to arrive at the fair rental allowance. The rental rate shall be
a simple average of the United States Treasury bond, ten (10) year amortization, constant maturity rate plus three percent
(3%), in effect on the first day of the month that the index is published for each of the twelve (12) months immediately
preceding the rate effective date as determined in section 6(a) of this rule. The rental rate shall be updated quarterly on
January 1, April 1, July 1, and October 1.

(Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-12; filed Aug 12, 1998, 2:27 p.m.: 22 IR 77, eff Oct 1, 1998;
filed Sep 1, 2000, 2:10 p.m.: 24 IR 21; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Oct 10, 2002, 10:47 a.m.: 26 IR
715; readopted fi led Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; filed May 31, 2013, 8:52 a.m.: 20130626-IR-
405120279FRA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; filed Oct 13, 2017, 12:09 p.m.: 20171108-
IR-405160327FRA)

405 IAC 1-14.6-13 Reporting of financing arrangements; working capital; interest; allocation of loans
Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 13. (a) All patient-related property  financing arrangements shall be fully and completely disclosed on the forms
prescribed by the office.

(b) Interest costs on borrowed funds used to construct facilities or enlarge existing facilities that are incurred during the
period of construction shall be capitalized as part of the cost of the facility or addition.

(c) Interest on working capital loans shall only be recognized if the provider can demonstrate that such loans were reasonable
and necessary in providing patient-related services. Working capital interest must be reduced by investment income from any related
party. Working capital loans from a related party must be identified and reported separately on the annual financial report. Interest
costs on related party working capital loans shall be allowable if they meet all other requirements, the interest does not exceed the
rate available in the open market, and such loans are repaid at least annually for a minimum of thirty (30) days. Failure to document
the existence of, or adhere to such repayment schedule, shall result in the related party working capital interest costs being disallowed.

(d) Loans covering more than one (1) facility or asset shall apply to the several facilities or assets acquired in proportion
to the cost that each item bears to the total cost. (Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-13; filed Aug
12, 1998, 2:27 p.m.: 22 IR 77, eff Oct 1, 1998; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007,
12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; readopted filed
Nov 13, 2019, 11:54 a.m.: 20191211-IR-405190487RFA)
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405 IAC 1-14.6-14 Property; basis; historical cost; mandatory record keeping; valuation
Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 14. (a) The basis used in computing the average historical cost of property of the median bed shall be the historical cost
of all assets used to deliver patient-related services that meet the following conditions:

(1) The assets are in use.
(2) The assets are identifiable to patient care.
(3) The assets are available for physical inspection.
(4) The assets are recorded in provider records.

If an asset does not meet all of the requirements prescribed in this section, the cost shall not be included in computing the average
historical cost of property of the median bed.

(b) The provider shall maintain detailed property schedules to provide a permanent record of all historical costs and balances
of facilities and equipment. Summaries of such schedules shall be submitted with each annual financial report, and the complete
schedule shall be submitted to the office upon request.

(c) Assets used in computing the average historical cost of property of the median bed shall include only items currently
used in providing services customarily provided to patients.

(d) When an asset is acquired by trading one (1) asset for another, or a betterment or improvement is acquired, the cost of
the newly acquired asset, betterment, or improvement shall be added to the appropriate property category. All of the historical cost
of the traded asset or replaced betterment or improvement shall be removed from the property category in which it was included.

(e) If a single asset or collection of like assets acquired in quantity, including permanent betterment or improvements, has
at the time of acquisition an estimated useful life of at least three (3) years and a historical cost of at least one thousand dollars
($1,000), the cost shall be capitalized and included in the property basis for the approved useful life of the asset. Items that do not
qualify under this subsection shall be expensed in the year acquired.

(f) The property basis of donated assets, except for donations between providers or related parties, shall be the fair market
value defined as the price a prudent buyer would pay a seller in an arm's-length sale, or, if over two thousand dollars ($2,000), the
appraised value, whichever is lower. An asset is considered donated when the provider acquires the asset without making any payment
for it in the form of cash, property, or services. If the provider and the donor are related parties, the net book value of the asset to
the donor shall be the basis, not to exceed fair market value. Cash donations shall be treated as revenue items and not as offsets to
expense accounts. (Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-14; filed Aug 12, 1998, 2:27 p.m.: 22 IR
78, eff Oct 1, 1998; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-
405070311RFA; filed May 31, 2013, 8:52 a.m.: 20130626-IR-405120279FRA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-
IR-405130241RFA; readopted filed Nov 13, 2019, 11:54 a.m.: 20191211-IR-405190487RFA)

405 IAC 1-14.6-15 Valuation; sale or lease among family members
Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 15. (a) If a provider rents, leases, or purchases facilities or equipment from a related party, the historical cost to the
related party, not to exceed fair market value, shall be utilized in computing the average historical cost of property of the median bed
except as described in this section for the sale of facilities between family members.

(b) If a sale of facilities between family members meets the following conditions, the cost basis of the facility shall be
recognized for the purpose of computing the average historical cost of property of the median bed in accordance with this rule as a
bona fide sale arising from an arm's-length transaction, subject to the limitations of subsection (c):

(1) There is no spousal relationship between parties.
(2) The following persons are considered family members:

(A) Natural parent, child, and sibling.
(B) Adopted child and adoptive parent.
(C) Stepparent, stepchild, stepsister, and stepbrother.
(D) Father-in-law, mother-in-law, sister-in-law, brother-in-law, son-in-law, and daughter-in-law.
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(E) Grandparent and grandchild.
(3) The transfer is recognized and reported by all parties as a sale for federal income tax purposes.
(4) The seller is not associated with the facility in any way after the sale other than as a passive creditor.
(5) The buyer is actively engaged in the operation of the facility after the sale with earnings from the facility accruing to
at least one (1) principal buyer primarily as salaries or self-employment income and not as leases, rents, or other passive
income.
(6) This family sale exception has not been utilized during the previous eight (8) years on this facility.
(7) None of the entities involved is a publicly held corporation as defined by the Securities and Exchange Commission.
(8) If any of the entities involved are corporations, they must be family owned corporations, where members of the same
family control the corporations through ownership of fifty percent (50%) or more of the voting stock.
(c) In order to establish a historical cost basis in the sale of facilities between family members, the buyer shall obtain a

Member Appraiser Institute (MAI) appraisal, which appraisal is subject to the approval of the office. The appraisal shall be done
within ninety (90) days of the date of the sale. The historical cost basis for purposes of determining the average historical cost of
property of the median bed shall be the lower of the historical cost basis of the buyer or the MAI appraisal of facilities and equipment.

(d) If a lease of facilities between family members under subsection (b)(2) qualifies as a capitalized lease under guidelines
established by the American Institute of Certified Public Accountants, the transaction shall be treated as a sale of facilities between
family members for purposes of determining the average historical cost of property of the median bed. (Office of the Secretary of
Family and Social Services; 405 IAC 1-14.6-15; filed Aug 12, 1998, 2:27 p.m.: 22 IR 78, eff Oct 1, 1998; readopted filed Jun 27,
2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013,
3:18 p.m.: 20131127-IR-405130241RFA; readopted filed Nov 13, 2019, 11:54 a.m.: 20191211-IR-405190487RFA)

405 IAC 1-14.6-16 Unallowable costs; cost adjus tments ; charity and courtesy allowances; discounts; rebates; refunds of
expenses

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 16. (a) Charity, courtesy allowances, discounts, refunds, rebates, and other similar items granted by a provider shall
not be included in allowable costs. Bad debts incurred by a provider shall not be an allowable cost.

(b) Payments that must be reported on the annual financial report form that are received by a provider, an owner, or other
official of a provider in any form from a vendor shall be considered a reduction of the provider's costs for the goods or services from
that vendor.

(c) The cost of goods or services sold to nonpatients shall be offset against the total cost of such service to determine the
allowable patient-related expenses. If the provider has not determined the cost of such items, the revenue generated from such sales
shall be used to offset the total cost of such services.

(d) For nursing facilities that are certified to provide Medicare-covered skilled nursing facility services and are required by
the Medicare fiscal intermediary to submit a full Medicare cost report, the office shall remove from allowable indirect care and
administrative costs the portion of those costs that are allocable to therapy services reimbursed by other payers and nonallowable
ancillary services. In determining the amount of indirect care costs and administrative costs that shall be removed from allowable
costs, the office shall calculate a ratio of indirect cost to direct cost based on the direct and total therapy and nonallowable ancillary
costs reported on each facility's Medicare cost report.

(e) For nursing facilities that are certified to provide Medicare-covered skilled nursing facility services that are not required
by the Medicare fiscal intermediary to submit a full Medicare cost report, the office shall remove from allowable indirect care and
administrative costs the portion of those costs that are allocable to therapy services reimbursed by other payers and nonallowable
ancillary services. In determining the amount of indirect care costs and administrative costs that shall be removed from allowable
costs, the office shall remove the indirect and administrative costs reimbursed by other payers based on a statewide average ratio,
excluding hospital based facilities, of indirect costs to direct costs for such therapy and ancillary services, as determined from full
Medicare cost reports. The statewide average ratio shall be computed on a statewide basis from the most recently completed desk
reviewed annual financial report and shall be maintained by the office with revisions made four (4) times per year effective January
1, April 1, July 1, and October 1. (Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-16; filed Aug 12, 1998,
2:27 p.m.: 22 IR 79, eff Oct 1, 1998; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Oct 10, 2002, 10:47 a.m.: 26 IR
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716; filed Jul 29, 2003, 4:00 p.m.: 26 IR 3875; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted
filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-405150418FRA; readopted
filed Jul 28, 2022, 2:21 p.m.: 20220824-IR-405220205RFA)

405 IAC 1-14.6-17 Allowable costs; wages; costs of employment; record keeping; owner or related party compensation
Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 17. (a) Reasonable compensation of individuals employed by a provider is an allowable cost, provided such employees
are engaged in patient care-related functions and that compensation amounts are reasonable and allowable under this section and
section 18 of this rule.

(b) The provider shall report on the forms prescribed by the office, all patient-related staff costs and hours incurred to
perform the function for which the provider was certified. Both total compensation and total hours worked shall be reported for all
employees.

(c) Payroll records shall be maintained by the provider to substantiate the staffing costs reported to the office. The records
shall indicate each employee's classification, hours worked, rate of pay, and the department or functional area to which the employee
was assigned and actually worked. If an employee performs duties in more than one (1) department or functional area, the payroll
records shall indicate the time allocations to the various assignments.

(d) When an owner or related party work assignment is at or below a department head level, the hours and compensation
shall be included in the staffing hours reported using the forms prescribed by the office. Such hours and compensation must be
reported separately and so identified. Compensation paid to owners or related parties for performing such duties shall be allowed
if the compensation paid to owner/related parties does not exceed the price paid in the open market to obtain such services by
nonowners or nonrelated parties. Such compensation to owner/related parties is not subject to the limitation found in section 18 of
this rule. (Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-17; filed Aug 12, 1998, 2:27 p.m.: 22 IR 79, eff
Oct 1, 1998; filed Mar 2, 1999, 4:42 p.m.: 22 IR 2246; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep
19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA;
readopted filed Nov 13, 2019, 11:54 a.m.: 20191211-IR-405190487RFA)

405 IAC 1-14.6-18 Allowable costs; calculation of allowable owner or related party compensation; wages; salaries; fees
Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 18. (a) Compensation for:
(1) an owner, a related party, management, general line personnel, and consultants who perform management functions; or
(2) any individual or entity rendering services above the department head level;

shall be subject to the annual limitations described in this section. All compensation received by the parties as described in this
subsection shall be reported and s eparately identified on the financial report form even though such payment may exceed the
limitations. This compensation is allowed to cover costs for all administrative, policymaking, decision making, and other management
functions above the department head level. Through June 30, 2019, compensation subject to this limitation includes wages, salaries,
and fees for the owner, management, contractors, and consultants who actually perform management functions as well as any other
individual or entity performing such tasks. Beginning July 1, 2019, and thereafter, wages, salaries, and fees paid for the owner,
administrator, assistant administrator, management, contractors, and consultants who actually perform management functions as well
as any other individual or entity performing such tasks are subject to this limitation.

(b) Through June 30, 2019, the maximum allowable amount for owner, related party, and management compensation shall
be the average allowable cost of the median patient day for owner, related party, and management compensation subject to this
limitation as defined in subjection [sic, subsection] (a). The average allowable cost of the median patient day shall be updated four
(4) times per year effective January 1, April 1, July 1, and October 1.

(c) Beginning July 1, 2019, the maximum amount of owner, related party, and management compensation for the parties
identified in subsection (a) shall be the lesser of the amount:

(1) under subsection (d), as updated by the office on July 1 of each year based on the average rate of change of the most
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recent twelve (12) quarters of the Gross National Product Implicit Price Deflator; or
(2) of patient-related wages, salaries, or fees actually paid or withdrawn that were properly reported to the federal Internal
Revenue Service as wages, salaries, fringe benefits, or fees.

If liabilities are established, they shall be paid within seventy-five (75) days after the end of the accounting period or the costs shall
be disallowed.

(d) The owner, related party, and management compensation limitation per operation effective July 1, 1995, shall be as
follows:

Owner and Management Compensation

Beds Allowance

10 $21,542

20 $28,741

30 $35,915

40 $43,081

50 $50,281

60 $54,590

70 $58,904

80 $63,211

90 $67,507

100 $71,818

110 $77,594

120 $83,330

130 $89,103

140 $94,822

150 $100,578

160 $106,311

170 $112,068

180 $117,807

190 $123,562

200 $129,298

200 and over $129,298 + $262/bed over 200
This subsection applies to each provider of a Medicaid-certified operation. The unused portions of the allowance for one (1) operation
shall not be carried over to other operations. (Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-18; filed Aug
12, 1998, 2:27 p.m.: 22 IR 80, eff Oct 1, 1998; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Apr 24, 2006, 3:30 p.m.:
29 IR 2982; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; filed Nov 12, 2009, 4:01 p.m.: 20091209-IR-
405090215FRA; filed May 31, 2013, 8:52 a.m.: 20130626-IR-405120279FRA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-
IR-405130241RFA; filed Apr 29, 2015, 3:38 p.m.: 20150527-IR-405150034FRA; filed Apr 19, 2018, 11:30 a.m.: 20180516-IR-
405170552FRA)

405 IAC 1-14.6-19 Medical or nonmedical supplies and equipment
Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 19. The approved per diem rate in nursing facilities includes the cost of both medical and nonmedical supply items,
and the provider shall not bill Medicaid for such items in addition to the established rate. Under no circumstances shall medical or
nonmedical supplies and equipment for nursing facility residents be billed through a pharmacy or other provider. Medical and
nonmedical supply items for nursing facility residents that are reimbursed by other payor s ources shall not be reimbursed by
Medicaid. (Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-19; filed Aug 12, 1998, 2:27 p.m.: 22 IR 80, eff
Oct 1, 1998; filed Mar 2, 1999, 4:42 p.m.: 22 IR 2247; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep
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19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; filed
Aug 1, 2016, 3:44 p.m.: 20160831-IR-405150418FRA; readopted filed Jul 28, 2022, 2:21 p.m.: 20220824-IR-405220205RFA)

405 IAC 1-14.6-20 Nursing facilities reimbursement for therapy services
Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 20. (a) Therapy services provided to Medicaid members by nursing facilities are included in the established rate. Under
no circumstances shall therapies for nursing facility residents be billed to Medicaid through any provider. Therapy services for
nursing facility residents that are reimbursed by other payor sources shall not be reimbursed by Medicaid.

(b) For purposes of determining allowable therapy costs, the office shall adjust each provider's cost of therapy services
reported on the Nursing Facility Financial Report, including any employee benefits prorated based on total salaries and wages, to
account for non-Medicaid payers, including Medicare, of therapy services provided to nursing facility residents. Such adjustment
shall be applied to each cost report in order to remove reported costs attributable to therapy services reimbursed by other payers. The
adjustment shall be calculated based on an allocation of reported therapy revenues and shall be subject to field audit verification.
(Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-20; filed Aug 12, 1998, 2:27 p.m.: 22 IR 81, eff Oct 1, 1998;
filed Mar 2, 1999, 4:42 p.m.: 22 IR 2247; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Mar 18, 2002, 3:30 p.m.: 25
IR 2470; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p .m.:
20131127-IR-405130241RFA; filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-405150418FRA; readopted filed Jul 28, 2022, 2:21 p.m.:
20220824-IR-405220205RFA)

405 IAC 1-14.6-21 Allocation of expenses
Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 21. (a) Except as provided in subsection (b), the detailed basis for allocation of expenses between nursing facility
services and other services in a facility shall remain a prerogative of the provider as long as the basis is reasonable and consistent
between accounting periods.

(b) The following relationships shall be followed:
(1) Reported expenses and patient census information must be for the same reporting period.
(2) Nursing salary allocations must be on the basis of nursing hours worked and must be for the reporting period except
when specific identification is used based on the actual salaries paid for the reporting period.
(3) No allocation of costs between annual financial report line items shall be permitted.
(4) Any changes in the allocation or classification of costs must be approved by the office prior to the changes being
implemented, unless implementing prior period audit adjustments. Proposed changes in allocation or classification methods
must be submitted to the office for approval at least ninety (90) days prior to the provider's reporting year end.

(Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-21; filed Aug 12, 1998, 2:27 p.m.: 22 IR 81, eff Oct 1, 1998;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; filed
Nov 12, 2009, 4:01 p.m.: 20091209-IR-405090215FRA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA;
filed Oct 13, 2017, 12:09 p.m.: 20171108-IR-405160327FRA)

405 IAC 1-14.6-22 Administrative reconsideration; appeal
Authority: IC 12-15-1-10; IC 12-15-21-3
Affected: IC 4-21.5-3; IC 12-13-7-3; IC 12-15

Sec. 22. (a) The office shall notify each provider of the provider's rate after such rate has been computed. If the provider
disagrees with the rate the provider may request an administrative reconsideration by the office. Such reconsideration request shall
be in writing and shall contain specific issues to be reconsidered and the rationale for the provider's position. The provider must
request administrative reconsideration before filing an appeal. Only issues raised by the provider during the administrative
reconsideration may be subsequently raised in an appeal. The request shall be signed by the provider or the authorized representative
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of the provider and must be received by the office not later than forty-five (45) days after release of the rate as computed by the office.
Upon receipt of the request for reconsideration, the office shall evaluate the data. After review, the office may amend the rate, amend
the challenged procedure or affirm the original decision. The office shall thereafter notify the provider of its final decision in writing,
not later than forty-five (45) days from the office's receipt of the request for reconsideration. In the event that a timely response is
not made by the office to the provider's reconsideration request, the request shall be deemed denied and the provider may pursue its
administrative remedies as set out in subsection (d).

(b) If the provider disagrees with the preliminary recalculated Medicaid rate resulting from a financial audit adjustment or
reportable condition the provider may request an administrative reconsideration from the office. Such reconsideration request shall
be in writing and shall contain specific issues to be considered and the rationale for the provider's position. The provider must request
administrative reconsideration before filing an appeal. Only issues raised by the provider during the administrative reconsideration
may be subsequently raised in an appeal. The request shall be signed by the provider or authorized representative of the provider and
must be received by the office not later than forty-five (45) days after release of the preliminary recalculated Medicaid rate computed
by the office. Upon receipt of the request for reconsideration, the office shall evaluate the data. After review, the office may amend
the audit adjustment or reportable condition or affirm the original adjustment or reportable condition. The office shall thereafter notify
the provider of its final decision in writing not later than forty-five (45) days from the office's receipt of the request for
reconsideration. In the event that a timely response is not made by the office to the provider's reconsideration request, the request
shall be deemed denied and the provider may pursue its administrative remedies under subsection (d).

(c) If the provider disagrees with a rate redetermination resulting from a recalculation of its CMI due to an MDS review
affect ing the established Medicaid rate, the provider may request an administrative reconsideration from the office. Such
reconsideration request shall be in writing and shall contain specific issues to be considered and the rationale for the provider's
position. The provider must request administrative reconsideration before filing an appeal. Only issues raised by the provider during
the administrative reconsideration may be subsequently raised in an appeal. The request shall be signed by the provider or authorized
representative of the provider and must be received by the office not later than forty-five (45) days after release of the rate computed
by the office. After review, the office may amend the review adjustment or affirm the original adjustment. The office shall thereafter
notify the provider of its final decision in writing not  later than forty-five (45) days from the office's receipt of the request for
reconsideration. In the event that a timely response is not made by the office to the provider's reconsideration request, the request
shall be deemed denied and the provider may pursue its administrative remedies under subsection (d).

(d) After completion of the reconsideration procedure under subsection (a), (b), or (c), the provider may initiate an appeal
under IC 4-21.5-3. The request for an appeal must be signed by the nursing facility provider.

(e) The office may take action to implement Medicaid rates without awaiting the outcome of the administrative process, in
accordance with section 1(d) of this rule. (Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-22; filed Aug 12,
1998, 2:27 p.m.: 22 IR 81, eff Oct 1, 1998; filed Mar 2, 1999, 4:42 p.m.: 22 IR 2247; errata filed Jul 28, 1999, 3:10 p.m.: 22 IR
3937; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Oct 10, 2002, 10:47 a.m.: 26 IR 716; filed Jul 29, 2003, 4:00 p.m.:
26 IR 3876; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; filed May 31, 2013, 8:52 a.m.: 20130626-IR-
405120279FRA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-
405150418FRA; filed Oct 13, 2017, 12:09 p.m.: 20171108-IR-405160327FRA)

405 IAC 1-14.6-23 Limitation to Medicaid rate increases for nursing facilities (Repealed)

Sec. 23. (Repealed by Office of the Secretary of Family and Social Services; filed May 31, 2013, 8:52 a.m.: 20130626-IR-
405120279FRA)

405 IAC 1-14.6-24 Nursing facility quality assessment
Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 4-21.5-3; IC 12-13-7-3; IC 12-15-21-3; IC 16-21; IC 16-28-15-2; IC 16-28-15-7; IC 23-2-4

Sec. 24. (a) Through June 30, 2019, the office shall collect a quality assessment from each nursing facility licensed under
IC 16-28 as a comprehensive care facility. The census days utilized in the calculation shall be based on the most recently completed
annual financial report or quality assessment data collection form, and the organization type shall be determined based on the
organizations type at the rate effective date being established. The rate utilized is as follows:
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(1) Privately owned or operated nursing facilities with total annual nursing facility cens us  days  fewer than sixty-two
thousand (62,000), sixteen dollars and thirty-seven cents ($16.37) per non-Medicare day.
(2) Privately owned or operated and nonstate government owned or operated nursing facilities with total annual nursing
facility census days equal to or greater than sixty-two thousand (62,000), four dollars and nine cents ($4.09) per non-
Medicare day.
(3) Nonstate government owned or operated nursing facilities that became nonstate government owned or operated before
July 1, 2003, four dollars and nine cents ($4.09) per non-Medicare day.
(4) Nonstate government owned or operated nursing facilities that became nonstate government owned or operated on or
after July 1, 2003, with total annual nursing facility census fewer than sixty-two thousand (62,000), sixteen dollars and
thirty-seven cents ($16.37) per non-Medicare day.
(b) Under IC 16-28-15-7(2), the following nursing facilities shall be exempt from the quality assessment described in

subsection (a):
(1) A continuing care retirement community that meets one (1) of the following:

(A) A continuing care retirement community that was registered with the securities commissioner as a continuing care
retirement community on or before January 1, 2007, and that has continuously maintained at least one (1) continuing
care agreement since on or before January 1, 2007, with an individual res iding in the continuing care retirement
community.
(B) A continuing care retirement community that for the entire period from January 1, 2007, through June 30, 2009,
operated independent living units, at least twenty-five percent (25%) of which are provided under contracts that
require the payment of a minimum entrance fee of at least twenty-five thousand dollars ($25,000).
(C) An organization registered under IC 23-2-4 before July 1, 2009, that provides housing in an independent living
unit for a religious order.
(D) A continuing care retirement community that meets the definition set forth in IC 16-28-15-2.

(2) A hospital-based nursing facility licensed under IC 16-21.
(3) The Indiana Veterans' Home.
(c) For nursing facilities certified for participation in Medicaid under Title XIX of the federal Social Security Act (42 U.S.C.

1396 et seq.), the quality assessment shall be an allowable cost for cost reporting and auditing purposes. The quality assessment shall
be included in Medicaid reimbursement as an add-on to the Medicaid rate. The add-on is determined by dividing the product of the
assessment rate times total non-Medicare patient days by total patient days from the most recently completed desk reviewed annual
financial report.

(d) For nursing facilities that are not certified for participation in Medicaid under Title XIX of the federal Social Security
Act (42 U.S.C. 1396 et seq.), the facility shall remit the quality assessment to the state of Indiana within ten (10) days after the due
date. If a nursing facility fails to pay the quality assessment under this subsection within ten (10) days after the date the payment is
due, the nursing facility shall pay interest on the quality assessment at the same rate as determined under IC 12-15-21-3(6)(A).

(e) The office shall notify each nursing facility of the amount of the facility's assessment after the amount of the assessment
has been computed. If the facility disagrees with the computation of the assessment, the facility shall request an administrative
reconsideration by the office. The reconsideration request shall be as follows:

(1) In writing.
(2) Contain the following:

(A) Specific issues to be reconsidered.
(B) The rationale for the facility's position.

(3) Signed by the authorized representative of the facility and must be received by the office not later than forty-five (45)
days after the notice of the assessment is mailed.

Upon receipt of the request for reconsideration, the office shall evaluate the data. After review, the office may amend the assessment
or affirm the original decision. The office shall thereafter notify the facility of its final decision in writing, within forty-five (45) days
of the office's receipt of the request for reconsideration. In the event that a timely response is not made by the office to the facility's
reconsideration request, the request shall be deemed denied and the provider may initiate an appeal under IC 4-21.5-3.

(f) The assessment shall be calculated on an annual basis with equal monthly amounts due on or before the tenth day of each
calendar month.

(g) A facility may file a request to pay the quality assessment on an installment plan. The request shall be as follows:
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(1) In writing setting forth the facility's rationale for the request.
(2) Submitted to the office.

An installment plan established under this section shall not exceed a period of six (6) months from the date of execution of the
agreement. The agreement shall set forth the amount of the assessment that shall be paid in installments and include provisions for
the collection of interest. The interest shall not exceed the percentage set out in IC 12-15-21-3(6)(A).

(h) A facility that fails to pay the quality assessment due under this section within ten (10) days after the date the payment
is due shall pay interest on the quality assessment at the same rate as determined under IC 12-15-21-3(6)(A).

(i) The office shall offset the collection of the assessment fee for a facility as follows:
(1) Against a Medicaid payment to the facility.
(2) Against a Medicaid payment to another health facility that is related to the facility through common ownership  or
control.
(3) In another manner determined by the office.
(j) If a facility:
(1) fails to submit patient day information requested by the office to calculate the quality assessment fee; or
(2) fails to pay the quality assessment fee;

not later than one hundred twenty (120) days after the patient day information is requested, or payment of the quality assessment is
due, the office shall report each facility to ISDH to initiate license revocation proceedings in accordance with IC 16-28-15-12. (Office
of the Secretary of Family and Social Services; 405 IAC 1-14.6-24; filed Apr 24, 2006, 3:30 p.m.: 29 IR 2983; readopted filed Sep
19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; filed Nov 12, 2009, 4:01 p.m.: 20091209-IR-405090215FRA; filed Nov 1,
2010, 11:45 a.m.: 20101201-IR-405100065FRA; filed May 31, 2013, 8:52 a.m.: 20130626-IR-405120279FRA; readopted filed Oct
28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; filed Apr 29, 2015, 3:38 p.m.: 20150527-IR-405150034FRA; filed Aug 1, 2016,
3:44 p.m.: 20160831-IR-405150418FRA; filed Oct 13, 2017, 12:09 p.m.: 20171108-IR-405160327FRA; filed Apr 19, 2018, 11:30
a.m.: 20180516-IR-405170552FRA)

405 IAC 1-14.6-25 Additional reimbursement for closing or converting nursing facilities (Repealed)

Sec. 25. (Repealed by Office of the Secretary of Family and Social Services; filed May 31, 2013, 8:52 a.m.: 20130626-IR-
405120279FRA)

405 IAC 1-14.6-26 Rate reduction
Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 26. Notwithstanding all other provisions of this rule, reimbursement rates shall be reduced by three percent (3%) per
resident day, through June 30, 2021. (Office of the Secretary of Family and Social Services; 405 IAC 1-14.6-26; filed Nov 8, 2013,
2:56 p.m.: 20131204-IR-405130422FRA; filed Apr 29, 2015, 3:38 p.m.: 20150527-IR-405150034FRA; filed May 23, 2017, 1:43
p.m.: 20170621-IR-405170130FRA; filed May 23, 2019, 12:03 p.m.: 20190619-IR-405190174FRA)

Rule 15.  Nursing Facilities; Electronic Transmission of Minimum Data Set
405 IAC 1-15-1 Scope
405 IAC 1-15-2 Definitions
405 IAC 1-15-3 General requirements (Repealed)
405 IAC 1-15-4 MDS supporting documentation requirements
405 IAC 1-15-5 MDS review requirements
405 IAC 1-15-6 MDS assessment requirements (Repealed)
405 IAC 1-15-7 Nursing restorative programs (Repealed)

405 IAC 1-15-1 Scope
Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15
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Sec. 1. Nursing facilities certified to provide nursing facility care to Medicaid members  are required to electronically
transmit minimum data set (MDS) information for all nursing facility residents to the office. Such MDS information shall include
the resident's room number on all comprehensive or quarterly MDS assessments and tracking forms. The MDS data is used to
establish and maintain a case mix system for Medicaid reimbursement to nursing facilities and other Medicaid program management
purposes. (Office of the Secretary of Family and Social Services; 405 IAC 1-15-1; filed Nov 1, 1995, 8:30 a.m.: 19 IR 350; filed Mar
2, 1999, 4:42 p.m.: 22 IR 2247; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Mar 18, 2002, 3:30 p.m.: 25 IR 2471;
readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-
405130241RFA; filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-405150418FRA; fi led Oct  13, 2017, 12:09 p.m.: 20171108-IR-
405160327FRA)

405 IAC 1-15-2 Definitions
Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 2. (a) The definitions in this section apply throughout this rule.
(b) "Case mix reimbursement" means a system of paying nursing facilities according to the mix of residents in each facility

as measured by resident characteristics and service needs. Its function is to provide payment for resources needed to serve different
types of residents.

(c) "Minimum data set" or "MDS" means a core set of screening and assessment elements, including common definitions
and coding categories, that forms the foundation of the comprehensive assessment for all residents of long-term care facilities certified
to participate in Medicaid. The items in the MDS standardize communication about resident problems, strengths, and conditions
within the facilities, between facilities, and between facilities and outside agencies. The Indiana system will employ the MDS 3.0
or subsequent revisions as approved by CMS. (Office of the Secretary of Family and Social Services; 405 IAC 1-15-2; filed Nov 1,
1995, 8:30 a.m.: 19 IR 350; filed Mar 2, 1999, 4:42 p.m.: 22 IR 2248; readopted fi led Jun 27, 2001, 9:40 a.m.: 24 IR 3822;
readopted fi led Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; filed Nov 1, 2010, 11:37 a.m.: 20101201-IR-
405100183FRA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-
405150418FRA; filed Oct 13, 2017, 12:09 p.m.: 20171108-IR-405160327FRA)

405 IAC 1-15-3 General requirements (Repealed)

Sec. 3. (Repealed by Office of the Secretary of Family and Social Services; filed Oct 13, 2017, 12:09 p.m.: 20171108-IR-
405160327FRA)

405 IAC 1-15-4 MDS supporting documentation requirements
Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15-13-6

Sec. 4. (a) The office shall publish supporting documentation requirements for all MDS data elements that are utilized to
classify nursing facility residents in accordance with the RUG-IV resident classification system. The requirements shall be published
as a provider bulletin and may be updated by the office as needed. Any such updates shall be made effective no earlier than permitted
under IC 12-15-13-6(a).

(b) Nursing facilities shall maintain supporting documentation in the resident's medical chart for all MDS data elements that
are utilized to classify nursing facility residents in accordance with the RUG-IV resident classification system. Such supporting
documentation shall be maintained by the nursing facility for all residents in a manner that is accessible and conducive to review.
(Office of the Secretary of Family and Social Services; 405 IAC 1-15-4; filed Mar 2, 1999, 4:42 p.m.: 22 IR 2248; readopted filed
Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct
28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; filed Oct 13, 2017, 12:09 p.m.: 20171108-IR-405160327FRA)
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405 IAC 1-15-5 MDS review requirements
Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 5. (a) The office shall periodically review the MDS supporting documentation maintained by nursing facilities for all
residents, regardless of payer type. The reviews shall be conducted as frequently as deemed necessary by the office, and each nursing
facility shall be reviewed no less frequently than every thirty-six (36) months. Advance notification of up to seventy-two (72) hours
shall be provided by the office for all MDS reviews, except for follow-up reviews that are intended to ensure compliance with
validation improvement plans. Advance notification for follow-up reviews shall not be required.

(b) All MDS assessments, regardless of payer type, are subject to an MDS review.
(c) When conducting the MDS reviews, the office shall consider all MDS supporting documentation that is provided by the

nursing facility and is available to the reviewers prior to the exit conference. MDS supporting documentation that is provided by the
nursing facility after the exit conference begins shall not be considered by the office.

(d) The nursing facility shall be required to produce, upon request by the office, a computer generated copy of the MDS
assessment that is transmitted in accordance with section 1 of this rule, which shall be the basis for the MDS review.

(e) Suspected intentional alteration of clinical documentation, or creation of documentation after MDS assessments have
been transmitted, shall be referred to the IMFCU for investigation of possible fraud. Such an investigation could result in a felony
or misdemeanor criminal conviction. (Office of the Secretary of Family and Social Services; 405 IAC 1-15-5; filed Mar 2, 1999, 4:42
p.m.: 22 IR 2249; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Mar 18, 2002, 3:30 p.m.: 25 IR 2471; readopted filed
Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; filed Nov 1, 2010, 11:37 a.m.: 20101201-IR-405100183FRA; readopted
filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-405150418FRA; filed Oct
13, 2017, 12:09 p.m.: 20171108-IR-405160327FRA)

405 IAC 1-15-6 MDS assessment requirements (Repealed)

Sec. 6. (Repealed by Office of the Secretary of Family and Social Services; filed Oct 13, 2017, 12:09 p.m.: 20171108-IR-
405160327FRA)

405 IAC 1-15-7 Nursing restorative programs (Repealed)

Sec. 7. (Repealed by Office of the Secretary of Family and Social Services; filed Nov 1, 2010, 11:37 a.m.: 20101201-IR-
405100183FRA)

Rule 16.  Reimbursement for Hospice Services
405 IAC 1-16-1 Policy
405 IAC 1-16-2 Levels of care
405 IAC 1-16-3 Limitation on payments for inpatient care
405 IAC 1-16-4 Additional amount for nursing facility residents
405 IAC 1-16-5 Reimbursement for physician services

405 IAC 1-16-1 Policy
Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-40
Affected: IC 12-15

Sec. 1. (a) This rule sets forth procedures for payment for services rendered to Medicaid members by duly certified hospice
providers that provide hospice care. All payments referred to within this rule for the provider groups and levels of care are contingent
upon the following:

(1) Proper and current certification.
(2) Compliance with applicable state and federal statutes and regulations.
(b) The procedures described in th is  rule set forth methods of reimbursement that promote quality of care, efficiency,
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economy, and consistency. These procedures recognize level and quality of care, establish effective accountability over Medicaid
expenditures, and compensate providers for reasonable, allowable costs that must be incurred by efficiently and economically
operated facilities. The system of payment outlined in this rule is a prospective system. (Office of the Secretary of Family and Social
Services; 405 IAC 1-16-1; filed Mar 9, 1998, 9:30 a.m.: 21 IR 2377; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted
filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-
405130241RFA; filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-405150418FRA; readopted filed Jul 28, 2022, 2:21 p.m.: 20220824-IR-
405220205RFA)

405 IAC 1-16-2 Levels of care
Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-40
Affected: IC 12-15

Sec. 2. (a) Reimbursement for hospice care shall be made according to the methodology and amounts calculated by CMS.
Medicaid hospice reimbursement rates are based on Medicare reimbursement rates and methodologies, adjusted to disregard offsets
attributable to Medicare coinsurance amounts. The rates will be adjusted for regional differences in wages using the hospice wage
index published by CMS.

(b) Medicaid reimbursement for hospice services will be made at one (1) of five (5) all-inclusive per diem rates for each
day in which a Medicaid member is under the care of the hospice provider. The reimbursement amounts are determined within each
of the following categories:

(1) Routine home care: Days one (1) - sixty (60).
(2) Routine home care: Days over sixty (60).
(3) Continuous home care.
(4) Inpatient respite care.
(5) General inpatient hospice care.
(c) The routine home care daily rate is eligible for a service intensity add-on (SIA) payment for services provided during

the last seven (7) days of a Medicaid member's life. The SIA Medicaid reimbursement will be equal to the continuous home care
hourly payment rate (as calculated annually by CMS), multiplied by the amount of direct patient care hours provided by a registered
nurse or social worker for up to four (4) hours total, per day, and adjusted by the hospice wage index published by CMS. The
following conditions must be met to qualify for the SIA payment:

(1) The day is a routine home care level of care day.
(2) The day occurs during the last seven (7) days of life and the Medicaid member is discharged deceased.
(3) Direct patient care is provided by a registered nurse or a social worker that day.
(d) The hospice will be paid at one (1) of the routine home care rates for each day the member is at home, under the care

of the hospice provider, and not receiving continuous home care. Medicaid reimbursement for routine home care will be made at one
(1) of two (2) all-inclusive per diem rates as follows:

(1) Higher base payment for the first sixty (60) days of hospice care.
(2) Reduced base payment for days sixty-one (61) and over of hospice care.
(e) Continuous home care is to be provided only during a period of crisis. A period of crisis is defined as a period in which

a patient requires continuous care that is primarily nursing care to achieve palliation and management of acute medical symptoms.
Care must be provided by either a registered nurse or a licensed practical nurse, and a nurse must provide care for over half the total
period of care. A minimum of eight (8) hours of care must be provided during a twenty-four (24) hour day that begins and ends at
midnight. This care need not be continuous and uninterrupted. The continuous home care rate is divided by twenty-four (24) hours
in order to arrive at an hourly rate. For every hour or part of an hour of continuous care furnished, the hourly rate will be reimbursed
to the hospice provider for up to twenty-four (24) hours a day.

(f) The hospice provider will be paid at the inpatient respite care rate for each day that the member is in an approved
inpatient facility and is receiving respite care. Respite care is short term inpatient care provided to the member only when necessary
to relieve the family members or other persons caring for the member. Respite care may be provided only on an occasional basis.
Payment for respite care may be made for a maximum of five (5) consecutive days at a time, including the date of admission, but not
counting the date of discharge. Payment for the sixth and any subsequent days is to be made at the routine home care rate.

(g) Subject to the limitations in section 3 of this rule, the hospice provider will be paid at the general inpatient hospice rate
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for each day the member is in an approved inpatient hospice facility and is receiving services related to the terminal illness. The
member must require general inpatient care for pain control or acute or chronic symptom management that cannot be managed in
other settings. Documentation in the member's record must clearly explain the reason for admission and the member's condition
during the stay in the facility at this level of care. No other fixed payment rate (i.e., routine home care) will be made for a day on
which the patient receives general hospice inpatient care. Services provided in the inpatient setting must conform to the hospice
patient's plan of care. The hospice provider is the professional manager of the patient's care, regardless of the physical setting of that
care or the level of care. If the inpatient facility is not also the hospice provider, the hospice provider must have a contract with the
inpatient facility delineating the roles of each provider in the plan of care.

(h) When routine home care or continuous home care is furnished to a member who resides in a nursing facility, the nursing
facility is considered the member's home.

(i) Reimbursement for inpatient respite care is available only for a member who resides in a private home. Reimbursement
for inpatient respite care is not available for a member who resides in a nursing facility.

(j) Reimbursement for the SIA is available only for routine home care provided in a member's home or in a nursing facility.
(k) When a member is receiving general inpatient or inpatient respite care, the applicable inpatient rate (general or respite)

is paid for the date of admission and all subsequent inpatient days, except the day on which the patient is discharged. For the day of
discharge, the appropriate home care rate is paid unless the patient dies as an inpatient. In the case where the member is discharged
deceased, the applicable inpatient rate (general or respite) is paid for the date of discharge. (Office of the Secretary of Family and
Social Services; 405 IAC 1-16-2; filed Mar 9, 1998, 9:30 a.m.: 21 IR 2377; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822;
filed Jun 5, 2003, 8:30 a.m.: 26 IR 3634; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed
Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-405150418FRA; filed Sep 14,
2016, 9:51 a.m.: 20161012-IR-405150449FRA; readopted filed Jul 28, 2022, 2:21 p.m.: 20220824-IR-405220205RFA)

405 IAC 1-16-3 Limitation on payments for inpatient care
Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-40
Affected: IC 12-15

Sec. 3. (a) Payments to a hospice for inpatient care must be limited according to the number of days of inpatient care
furnished to Medicaid members. During the twelve (12) month period beginning November 1 of each year and ending October 31
of the next year, the aggregate number of inpatient days (both general inpatient days and inpatient respite care days) for any given
hospice provider may not exceed twenty percent (20%) of the total number of days of hospice care provided to all Medicaid members
during the same period by the designated hospice provider or its contracted agent or agents. For purposes of this computation, if it
is determined that the inpatient rate should not be paid, any days for which the hospice provider receives payment at a home care rate
will not be counted as inpatient days.

(b) The limitations on payment for inpatient days are as follows:
(1) The maximum number of allowable inpatient days will be calculated by multiplying the total number of a provider's
Medicaid hospice days by twenty percent (20%).
(2) If the total number of days of inpatient care to Medicaid hospice members is less than or equal to the maximum number
of inpatient days computed in subdivision (1), then no adjustment is made.
(3) If the total number of days of inpatient care to Medicaid hospice members is greater than the maximum number of
inpatient days computed in subdivision (1), then the payment limitation will be determined by the following method:

(A) Calculating the ratio of the maximum allowable inpatient days to the number of actual days of inpatient care, and
multiplying this ratio by the total reimbursement for inpatient care that was made.
(B) Multiplying excess inpatient care days by the routine home care rate.
(C) Adding together the amounts calculated in clauses (A) and (B).
(D) Comparing the amount in clause (C) with total reimbursement made to the hospice provider for inpatient care
during the cap period. The amount by which total reimbursement made to the hospice provider for inpatient care for
Medicaid members exceeds the amount calculated in clause (C) is due from the hospice provider.

(Office of the Secretary of Family and Social Services; 405 IAC 1-16-3; filed Mar 9, 1998, 9:30 a.m.: 21 IR 2378; readopted filed
Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct
28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-405150418FRA; readopted filed
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Jul 28, 2022, 2:21 p.m.: 20220824-IR-405220205RFA)

405 IAC 1-16-4 Additional amount for nursing facility residents
Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-40
Affected: IC 12-15

Sec. 4. (a) An additional per diem amount will be paid directly to  the hospice provider for room and board of hospice
residents in a certified nursing facility receiving routine or continuous care services, when the office has determined that the member
requires nursing facility level of care. Medicaid reimbursement is available for hospice services rendered to a nursing facility resident
only if, prior to services being rendered, the hospice and the nursing facility enter into a written agreement under which the hospice
takes full responsibility for the professional care management of the resident's hospice care and the nursing facility agrees to provide
room and board to the individual. In this context, "room and board" includes all assistance in the activities of daily living, socializing
activities, administration of medication, maintaining the cleanliness of a resident's room, and supervision and assisting in the use of
durable medical equipment and prescribed therapies.

(b) The room and board rate will be ninety-five percent (95%) of the lowest per diem reimbursement rate Medicaid would
have paid to the nursing facility for any resident for those dates of service on which the member was a resident of that facility.

(c) Medicaid payment to the nursing facility for nursing facility care for the hospice resident is discontinued when the
resident makes an election to receive hospice care. Any payment to the nursing facility for furnishing room and board to hospice
patients is made by the hospice provider under the terms of its agreement with the nursing facility.

(d) The additional amount for room and board is not available for members receiving inpatient respite care or general
inpatient care. (Office of the Secretary of Family and Social Services; 405 IAC 1-16-4; filed Mar 9, 1998, 9:30 a.m.: 21 IR 2378;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Jun 5, 2003, 8:30 a.m.: 26 IR 3635; readopted filed Sep 19, 2007, 12:16
p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; filed Aug 1, 2016, 3:44
p.m.: 20160831-IR-405150418FRA; readopted filed Jul 28, 2022, 2:21 p.m.: 20220824-IR-405220205RFA)

405 IAC 1-16-5 Reimbursement for physician services
Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-40
Affected: IC 12-15

Sec. 5. (a) The basic payment rates for hospice care represent full reimbursement to the hospice provider for the costs of
all covered services related to the treatment of the member's terminal illness, including the administrative and general activities
performed by physicians who are employees of or working under arrangements made with the hospice provider. These activities
would generally  be performed by the physician serving as the medical director and the physician member of the hospice
interdisciplinary group. Group activities include participation in the establishment of plans of care, supervision of care and services,
periodic review and updating of plans of care, and establishment of governing policies. The costs for these services are included in
the reimbursement rates for hospice care.

(b) Reimbursement for a hospice employed physician's direct patient services that are not rendered by a hospice volunteer
is made in accordance with the usual Medicaid reimbursement methodology for physician services. These services will be billed by
the hospice provider under the Medicaid hospice provider number. The only physician services to be billed separately from the
hospice per diem are direct patient care services. Laboratory and x-ray services relating to the terminal condition are included in the
hospice daily rate.

(c) Reimbursement for an independent physician's direct patient services that are not rendered by a hospice volunteer is made
in accordance with the usual Medicaid reimbursement methodology for physician services. These services will not be billed by the
hospice provider under the hospice provider number. The only services to be billed by an attending physician are the physician's
personal professional services. Costs for services such as laboratory or x-rays are not to be included on the attending physician's billed
charges to Medicaid when those services relate to the terminal condition. These costs are included in the daily rates paid and are
expressly the responsibility of the hospice provider.

(d) Volunteer physician services are excluded from Medicaid reimbursement. However, a physician who provides volunteer
services to a hospice may be reimbursed for nonvolunteer services provided to hospice patients. In determining which services are
furnished on a volunteer basis and which are not, a physician must treat Medicaid patients on the same basis as other hospice patients.
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For example, a physician may not designate all physician services rendered to non-Medicaid patients as volunteered and at the same
time seek payment for all physician services rendered to Medicaid patients. (Office of the Secretary of Family and Social Services;
405 IAC 1-16-5; filed Mar 9, 1998, 9:30 a.m.: 21 IR 2378; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed
Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA;
filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-405150418FRA; readopted filed Jul 28, 2022, 2:21 p.m.: 20220824-IR-405220205RFA)

Rule 17.  Rate-Setting Criteria for State-Owned Intermediate Care Facilities for the Mentally Retarded
405 IAC 1-17-1 Policy; scope
405 IAC 1-17-2 Definitions
405 IAC 1-17-3 Accounting records; retention schedule; audit trail; cash basis; segregation of accounts

by nature of business and by location
405 IAC 1-17-4 Financial report to office; annual schedule; prescribed form; extensions
405 IAC 1-17-5 New provider; initial financial report  to  office; criteria for establishing initial rates;

supplemental report
405 IAC 1-17-6 Active providers; rate review; annual request; additional requests; requests due to

change in law
405 IAC 1-17-7 Request for rate review; budget component; occupancy level assumptions; effect of

inflation assumptions
405 IAC 1-17-8 Limitations or qualifications to Medicaid reimbursement; advertising
405 IAC 1-17-9 Criteria limiting rate adjustment granted by office
405 IAC 1-17-10 Computation of rate; allowable costs; review of cost reasonableness
405 IAC 1-17-11 Allowable costs; capital reimbursement; depreciable life
405 IAC 1-17-12 Capital reimbursement; basis; historical cost; mandatory record keeping; valuation
405 IAC 1-17-13 Unallowable costs; cost adjustments; charity and courtesy allowances; discounts;

rebates; refunds of expenses
405 IAC 1-17-14 Allowable costs; wages; costs of employment; record keeping; owner or related party

compensation
405 IAC 1-17-15 Allowable costs; calculation of allowable owner or related party compensation; wages;

salaries; fees; fringe benefits
405 IAC 1-17-16 Allocation of costs
405 IAC 1-17-17 State-owned facilities per diem rate
405 IAC 1-17-18 Administrative reconsideration; appeal

405 IAC 1-17-1 Policy; scope
Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15-13-3.5; IC 12-15-13-4; IC 24-4.6-1-101

Sec. 1. (a) This rule sets forth procedures for payment for services rendered to Medicaid members by duly certified state-
owned ICFs/IID, state-owned nursing facilities, and state-owned psychiatric hospitals. All payments referred to within this rule for
the provider groups and levels of care are contingent upon the following:

(1) Proper and current certification.
(2) Compliance with applicable state and federal statutes and regulations.
(b) The procedures described in this rule s et forth methods of reimbursement that promote quality of care, efficiency,

economy, and consistency. These procedures:
(1) recognize level and quality of care;
(2) establish effective accountability over Medicaid expenditures;
(3) provide for a regular review mechanism for rate changes;
(4) compensate providers for reasonable, allowable costs incurred by a prudent businessperson; and
(5) allow incentives to encourage efficient and economic operations.

The system of payment outlined in this rule is a retrospective system using interim rates predicated on a reasonable, cost-related basis,
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in conjunction with a final settlement process. Cost limitations are contained in this rule that establish parameters regarding the
allowability of costs and define reasonable allowable costs.

(c) Retroactive repayment will be required by providers when an audit verifies overpayment due to intentional
misrepresentation, billing or payment errors, or misstatement of historical financial or historical statistical data that caused a rate
higher than would have been allowed had the data been true and accurate. Upon discovery that a provider has received overpayment
of a Medicaid claim from the office, the provider must:

(1) complete the appropriate Medicaid billing adjustment form; and
(2) reimburse the office for the amount of the overpayment.
(d) The office may implement Medicaid rates prospectively without awaiting the outcome of the adminis trative appeal

process. However, any action by the office to recover an overpayment from previous rate reimbursements, either through deductions
of future payments or otherwise, shall await the completion of the provider's administrative appeal within the office, providing the
provider avails itself of the opportunity to make such an appeal. Interest shall be assessed in accordance with IC 12-15-3-3.5(g) for
a noninstitutional provider or IC 12-15-13-4(h) for an institutional provider. (Office of the Secretary of Family and Social Services;
405 IAC 1-17-1; filed Sep 1, 1998, 3:25 p.m.: 22 IR 83; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Aug 29, 2003,
10:45 a.m.: 27 IR 93; filed May 30, 2007, 8:22 a.m.: 20070627-IR-405060158FRA; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; filed Jun 28, 2010, 2:21 p.m.: 20100728-IR-405090192FRA; readopted filed Oct 28, 2013, 3:18
p.m.: 20131127-IR-405130241RFA; filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-405150418FRA; readopted filed Jul 28, 2022, 2:21
p.m.: 20220824-IR-405220205RFA)

405 IAC 1-17-2 Definitions
Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 2. (a) The definitions in this section apply throughout this rule.
(b) "All-inclusive rate" means a per diem rate which, at a minimum, reimburses for all:
(1) nursing care;
(2) room and board;
(3) supplies; and
(4) ancillary therapy services;

within a single, comprehensive amount.
(c) "Annual, historical, or budget financial report" refers to a presentation of financial data, including accompanying notes,

derived from accounting records and intended to communicate the provider's economic resources or obligations at a point in time,
or the changes therein for a period of time in compliance with the report ing requirements of this rule which shall constitute a
comprehensive basis of accounting.

(d) "Budgeted/forecasted data" means financial and statistical information that presents, to the best of the provider's
knowledge and belief, the expected results of operation during the rate period.

(e) "Cost center" means a cost category delineated by cost reporting forms prescribed by the office.
(f) "Desk review" means a review and application of this rule to a provider submitted annual financial report including

accompanying notes and supplemental information.
(g) "Field audit" means a formal official verification and methodical examination and review, including the final written

report of the examination of original books of accounts by auditors.
(h) "Forms prescribed by the office" means:
(1) forms provided by the office; or
(2) substitute forms that have received prior written approval by the office.
(i) "General line personnel" means management personnel above the department head level who perform a policy making

or supervisory function impacting directly on the operation of the facility.
(j) "Generally accepted accounting principles" means those accounting principles as established by the Governmental

Accounting Standards Board (GASB).
(k) "Like levels  of care" means ICF/IID level of care provided in a state-owned ICF/IID, nursing facility level of care

provided in a state-owned nursing facility, or psychiatric hospital level of care provided in a state-owned psychiatric hospital.
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(l) "Ordinary patient related costs" means costs of services and supplies that are necessary in the delivery of patient care
by similar providers within the state.

(m) "Patient/member care" means those Medicaid program services delivered to a Medicaid enrolled member by a provider.
(n) "Reasonable allowable costs" means the price a prudent, cost conscious buyer would pay a willing seller for goods or

services in an arm's-length transaction, not to exceed the limitations set out in this rule.
(o) "Unit of service" means all patient care included in the established per diem rate required for the care of an inpatient

for one (1) day (twenty-four (24) hours). (Office of the Secretary of Family and Social Services; 405 IAC 1-17-2; filed Sep 1, 1998,
3:25 p.m.: 22 IR 83; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Aug 29, 2003, 10:45 a.m.: 27 IR 94; filed May 30,
2007, 8:22 a.m.: 20070627-IR-405060158FRA; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; filed Jun
28, 2010, 2:21 p.m.: 20100728-IR-405090192FRA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; filed
Aug 1, 2016, 3:44 p.m.: 20160831-IR-405150418FRA; readopted filed Jul 28, 2022, 2:21 p.m.: 20220824-IR-405220205RFA)

405 IAC 1-17-3 Accounting records; retention schedule; audit trail; cash basis; segregation of accounts by nature of business
and by location

Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 3. (a) The basis of accounting used under this rule is a comprehensive basis of accounting other than generally accepted
accounting principles. However, generally accepted accounting principles as prescribed by the Governmental Accounting Standards
Board pronouncements shall be followed in the preparation and presentation of all financial reports and all reports detailing proposed
change of provider transactions unless otherwise prescribed by this rule.

(b) Each provider must maintain financial records for a period of three (3) years after the date of submission of financial
reports to the office. State accounting records are maintained on a cash basis, which shall be used in all data submitted to the office.
The provider's accounting records must establish an audit trail from those records to the financial reports submitted to the office.

(c) In the event that a field audit visit indicates that the provider's records are inadequate to support data submitted to the
office, and the auditor is unable to complete the audit and issue an opinion, the provider shall be given, in writing, a list of the
deficiencies and allowed sixty (60) days from the date of receipt of this notice to correct the deficiencies. In the event the deficiencies
are not corrected within the sixty (60) day period, the office shall not grant any rate increase to the provider until the cited deficiencies
are corrected and certified to the office by the provider. However, the office may:

(1) make appropriate adjustments to the applicable cost reports of the provider resulting from inadequate records;
(2) document the adjustments in a finalized exception report; and
(3) incorporate the adjustments in prospective rate calculations under section 1(d) of this rule.
(d) If a provider has business enterprises other than those reimbursed by Medicaid under this rule, the revenues, expenses,

and statistical and financial records for the enterprises shall be clearly identifiable from the records of the operations reimbursed by
Medicaid. If a field audit establishes that records are not maintained so as to clearly identify Medicaid information:

(1) none of the commingled costs shall be recognized as Medicaid allowable costs; and
(2) the provider's rate shall be adjusted to reflect the disallowance effective as of the date of the most recent rate change.

(Office of the Secretary of Family and Social Services; 405 IAC 1-17-3; filed Sep 1, 1998, 3:25 p.m.: 22 IR 84; readopted filed Jun
27, 2001, 9:40 a.m.: 24 IR 3822; filed Aug 29, 2003, 10:45 a.m.: 27 IR 94; filed May 30, 2007, 8:22 a.m.: 20070627-IR-
405060158FRA; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-IR-405130241RFA; readopted filed Nov 13, 2019, 11:54 a.m.: 20191211-IR-405190487RFA)

405 IAC 1-17-4 Financial report to office; annual schedule; prescribed form; extensions
Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 4. (a) Each provider shall submit an annual financial report to the office not later than ninety (90) days after the close
of the provider's reporting year. The annual financial report shall coincide with the fiscal year used by the provider to report federal
income taxes for the operation unless the provider requests in writing that a different reporting period be used. Such a request shall
be submitted within sixty (60) days after the initial certification of a provider. This option may be exercised only one (1) time by a
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provider. If a reporting period other than the tax year is established, audit trails between the periods are required, including
reconciliation statements between the provider's records and the annual financial report.

(b) The provider's annual financial report shall be submitted using forms prescribed by the office. All data elements and
required attachments shall be completed so as to provide full financial disclosure and shall include the following as a minimum:

(1) Patient census data.
(2) Statistical data.
(3) Ownership and related party information.
(4) Statement of all expenses and all income.
(5) Detail of fixed assets and patient related interest bearing debt.
(6) Schedule of Medicaid and private pay charges; private pay charges shall be lowest usual and customary charge on the
last day of the reporting period.
(7) Certification by the provider that the data are true, accurate, related to patient care, and that expenses not related to
patient care have been clearly identified.
(8) Certification by the preparer, if different from the provider, that the data were compiled from all information provided
to the preparer by the provider and as such are true and accurate to the best of the preparer's knowledge.
(c) Extension of the ninety (90) day filing period shall not be granted unless the provider s ubstantiates to the office

circumstances that preclude a timely filing. Requests for extensions shall be submitted to the office, prior to the date due, with full
and complete explanation of the reasons an extension is necessary. The office shall review the request for extension and notify the
provider of approval or disapproval within ten (10) days of receipt. If the request for extension is disapproved, the report shall be
due twenty (20) days from the date of receipt of the disapproval from the office. (Office of the Secretary of Family and Social
Services; 405 IAC 1-17-4; filed Sep 1, 1998, 3:25 p.m.: 22 IR 85; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Aug
29, 2003, 10:45 a.m.: 27 IR 95; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28,
2013, 3:18 p.m.: 20131127-IR-405130241RFA; filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-405150418FRA; readopted filed Jul
28, 2022, 2:21 p.m.: 20220824-IR-405220205RFA)

405 IAC 1-17-5 New provider; initial financial report to office; criteria for establishing initial rates; supplemental report
Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 5. (a) Rate requests to establish initial rates for a new operation or a new type of certified service shall be filed by
completing the budget financial report form and submitting it to the office on or before thirty (30) days after notification of the
certification date or establishment of a new service or new operation. The budget financial report shall reflect the forecasted data of
operating for the first twelve (12) months and shall be subject to appropriate reasonableness tests. Initial rates shall be effective upon
certification, or the date that a service is established, whichever is later.

(b) The methodology, set out in this rule, used to compute rates for active providers shall be followed to compute initial rates
for new providers, except that historical data are not available. (Office of the Secretary of Family and Social Services; 405 IAC 1-17-
5; filed Sep 1, 1998, 3:25 p.m.: 22 IR 85; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Aug 29, 2003, 10:45 a.m.: 27
IR 96; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-
IR-405130241RFA; readopted filed Nov 13, 2019, 11:54 a.m.: 20191211-IR-405190487RFA)

405 IAC 1-17-6 Active providers; rate review; annual request; additional requests; requests due to change in law
Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 6. (a) As a normal practice, rates shall be reviewed once each year using the annual financial report as the basis of the
review. The rate effective date shall be the first day of the month following the provider's reporting year end, provided the annual
financial report is submitted within ninety (90) days of the end of the provider's reporting period. If the provider requests that the
interim rate be reviewed, a budget financial report covering the twelve (12) month period immediately following the expected rate
effective date shall be prepared by the provider and submitted with the annual financial report.

(b) A provider shall not be granted an additional interim rate review until the review indicated in subsection (a) has been
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completed. A provider may request no more than one (1) additional interim rate review during its budget reporting year when the
provider can reasonably demonstrate the need for a change in rate based on more recent historical and forecasted data. This additional
interim rate review shall be completed in the same manner as the annual interim rate review, using all other limitations in effect at
the time the annual interim review took place.

(c) To request the additional interim review, the provider shall submit, on forms prescribed by the office, a minimum of six
(6) months of historical data of which at least four (4) months must be subsequent to the fiscal year end of the annual financial report.
In addition, a budget financial report covering the twelve (12) month period immediately following the expected rate effective date
shall be submitted. Any new rate resulting from this additional in terim review shall be effective on the first day of the month
following the submission of data to the office.

(d) The office may consider changes in federal or state law or regulation during a calendar year to determine whether a
significant rate increase is mandated. This review will be considered separately by the office and will not be considered as an
additional interim rate review. (Office of the Secretary of Family and Social Services; 405 IAC 1-17-6; filed Sep 1, 1998, 3:25 p.m.:
22 IR 86; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Aug 29, 2003, 10:45 a.m.: 27 IR 96; readopted filed Sep 19,
2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; readopted
filed Nov 13, 2019, 11:54 a.m.: 20191211-IR-405190487RFA)

405 IAC 1-17-7 Request for rate review; budget component; occupancy level assumptions; effect of inflation assumptions
Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 7. Under this rate setting system, emphasis is placed on proper planning, budgeting, and cost control by the provider.
To establish consistency in the submission and review of forecasted costs, the following apply:

(1) Each interim rate review request shall include a budget financial report. If a budget financial report is not submitted, the
interim rate review will not result in an increase in Medicaid rates but may result in a rate decrease based on historical or
annual financial reports submitted.
(2) All budget financial reports shall be submitted using forms prescribed by the office. All forecasted data and required
attachments shall be completed to provide full financial disclosure and will include as a minimum the following:

(A) Patient census data.
(B) Statistical data.
(C) Ownership and related party information.
(D) Statement of all expenses and all income.
(E) Detail of fixed assets and patient related interest bearing debt.
(F) Schedule of Medicaid and private pay charges; charges shall be the lowest usual and customary charge on the rate
effective date of the rate review.
(G) Certification by the provider that forecasted data has been prepared in good faith, with appropriate care by
qualified personnel, using appropriate accounting principles and assumptions, and that the process to develop the
forecasted data uses the best information that is reasonably available and is consistent with the plans of the provider.
The certification shall state that all expenses not related to patient care have been clearly identified or removed.
(H) Certification by the preparer, if the preparer is different from the provider, that the forecasted data were compiled
from all information provided to the preparer and that the preparer has read the forecasted data with its summaries
of significant assumptions and accounting policies and has considered them to be not obviously inappropriate.

(3) The provider shall adjust patient census data based on the highest of the following:
(A) Historical patient days for the most recent historical period unless the provider can justify the use of a lower figure
for the patient days.
(B) Forecasted patient days for the twelve (12) month budget period.

(4) The provider and the office shall recognize and adjust forecasted data accordingly for the inflationary or deflationary
effect on historical data for the period between the midpoint of the historical or annual financial report time period and the
midpoint of the budget financial report. Forecasted data may be adjusted based upon reasonably anticipated rates of
inflation.

(Office of the Secretary of Family and Social Services; 405 IAC 1-17-7; filed Sep 1, 1998, 3:25 p.m.: 22 IR 86; readopted filed Jun
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27, 2001, 9:40 a.m.: 24 IR 3822; filed Aug 29, 2003, 10:45 a.m.: 27 IR 97; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-
405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-
405150418FRA; readopted filed Jul 28, 2022, 2:21 p.m.: 20220824-IR-405220205RFA)

405 IAC 1-17-8 Limitations or qualifications to Medicaid reimbursement; advertising
Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 8. Advertising is not an allowable cost under this rule except for those advertising costs incurred in the recruitment of
facility personnel necessary for compliance with facility certification requirements. Advertising costs are not allowable in connection
with public relations, fundraising, or to encourage patient utilization. (Office of the Secretary of Family and Social Services; 405 IAC
1-17-8; filed Sep 1, 1998, 3:25 p.m.: 22 IR 87; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007,
12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; readopted filed
Nov 13, 2019, 11:54 a.m.: 20191211-IR-405190487RFA)

405 IAC 1-17-9 Criteria limiting rate adjustment granted by office
Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 9. The Medicaid reimbursement system is based on recognition of the provider's allowable costs. Providers reimbursed
under this rule will be reimbursed with a retrospective payment system. The annual financial reports filed by the providers will be
used to determine the actual cost per day for services. A retroactive settlement will be determined for the time period covered by the
annual financial report. The total allowable costs will be divided by the actual client days to determine the actual per diem rate. The
variance between the actual per diem rate and the interim per diem rates based on the projected budget and paid during the report
period will be multiplied by the paid client days to arrive at the annual settlement. (Office of the Secretary of Family and Social
Services; 405 IAC 1-17-9; filed Sep 1, 1998, 3:25 p.m.: 22 IR 87; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed Aug
29, 2003, 10:45 a.m.: 27 IR 98; filed May 30, 2007, 8:22 a.m.: 20070627-IR-405060158FRA; readopted filed Sep 19, 2007, 12:16
p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; readopted filed Nov
13, 2019, 11:54 a.m.: 20191211-IR-405190487RFA)

405 IAC 1-17-10 Computation of rate; allowable costs; review of cost reasonableness
Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 10. (a) The rate for a room with two (2) beds, which is the basic per diem room rate, shall be established as a ratio
between total allowable costs and patient days, subject to all other limitations described in this rule.

(b) Costs and revenues shall be reported as required on the financial report forms. Patient care costs shall be clearly
identified.

(c) The provider shall report as patient care costs only costs that have been incurred in the providing of patient care services.
The provider shall certify on all financial reports that costs not related to patient care have been separately identified on the financial
report.

(d) In determining reasonableness of costs, the office may compare line items, cost centers, or total costs of providers with
like levels of care. The office may request satisfactory documentation from providers whose costs do not appear to be reasonable.
(Office of the Secretary of Family and Social Services; 405 IAC 1-17-10; filed Sep 1, 1998, 3:25 p.m.: 22 IR 87; readopted filed
Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed May 30, 2007, 8:22 a.m.: 20070627-IR-405060158FRA; readopted filed Sep 19, 2007,
12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; readopted filed
Nov 13, 2019, 11:54 a.m.: 20191211-IR-405190487RFA)
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405 IAC 1-17-11 Allowable costs; capital reimbursement; depreciable life
Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 11. (a) Providers shall be reimbursed for the use of facilities and equipment, regardless of whether they are owned or
leased. Such reimbursement shall include all depreciation, interest, lease, rent, or other consideration paid for the use of property.
This includes all central office facilities and equipment whose patient care-related depreciation, interest, or lease expense is allocated
to the facility.

(b) The straight line method will be used to calculate the allowance for depreciation. For depreciation purposes, the
following will be used:

Property Depreciable Life
Land improvements 20 years
Buildings and building components 40 years
Building improvements 20 years
Movable equipment 10 years
Vehicles 4 years
Software 3 years
(Office of the Secretary of Family and Social Services; 405 IAC 1-17-11; filed Sep 1, 1998, 3:25 p.m.: 22 IR 88; readopted filed
Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct
28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; readopted filed Nov 13, 2019, 11:54 a.m.: 20191211-IR-405190487RFA)

405 IAC 1-17-12 Capital reimbursement; basis; historical cost; mandatory record keeping; valuation
Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 12. (a) The basis used in computing the capital reimbursement shall be the historical cost of all assets used to deliver
patient related services, provided the following:

(1) They are in use.
(2) They are identifiable to patient care.
(3) They are available for physical inspection.
(4) They are recorded in provider records.

If an asset does not meet all of the requirements prescribed in this  s ection, the cos t shall not be included in computing the
reimbursement.

(b) The provider shall maintain detailed property schedules to provide a permanent record of all historical costs and balances
of facilities and equipment. Summaries of such schedules shall be submitted with each annual financial report, and the complete
schedule shall be submitted to the office upon request.

(c) Assets used in computing capital reimbursement shall include only items currently used in providing services customarily
provided to patients.

(d) When an asset is acquired by trading one (1) asset for another, or a betterment or improvement is acquired, the cost of
the newly acquired asset, betterment, or improvement shall be added to the appropriate property category. All of the historical cost
of the traded asset or replaced betterment or improvement shall be removed from the property category in which it was included.

(e) If a single asset or collection of like assets acquired in quantity, including permanent betterment or improvements, has
at the time of acquisition an estimated useful life of at least three (3) years and a historical cost of at least five hundred dollars ($500),
the cost shall be included in the property basis for the approved useful life of the asset. Items that do not qualify under this subsection
shall be expensed in the year acquired.

(f) The property basis of donated assets, except for donations between providers or related parties, shall be the fair market
value defined as the price a prudent buyer would pay a seller in an arm's-length sale, or if over two thousand dollars ($2,000), the
appraised value, whichever is lower. An asset is considered donated when the provider acquires the asset without making any payment
for it in the form of cash, property, or services. If the provider and the donated asset are related parties, the net book value of the
donor shall be the basis, not to exceed fair market value. Cash donations shall be treated as revenue items and not as offsets to
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expense accounts. (Office of the Secretary of Family and Social Services; 405 IAC 1-17-12; filed Sep 1, 1998, 3:25 p.m.: 22 IR 88;
readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA;
readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; readopted filed Nov 13, 2019, 11:54 a.m.: 20191211-IR-
405190487RFA)

405 IAC 1-17-13 Unallowable costs; cost adjus tments; charity and courtesy allowances; discounts; rebates; refunds of
expenses

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 13. (a) Charity, courtesy allowances, discounts, refunds, rebates, and other similar items granted by a provider shall
not be included in allowable costs. Bad debts incurred by a provider shall not be an allowable cost.

(b) Payments that must be reported on the annual financial report form that are received by a provider, an owner, or other
official of a provider in any form from a vendor shall be considered a reduction of the provider's costs for the goods or services from
that vendor.

(c) The cost of goods or services sold to nonpatients shall be offset against the total cost of such service to determine the
allowable patient related expenses. If the provider has not determined the cost of such items, the revenue generated from such sales
shall be used to offset the total cost of such services. (Office of the Secretary of Family and Social Services; 405 IAC 1-17-13; filed
Sep 1, 1998, 3:25 p.m.: 22 IR 88; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; readopted filed Nov 13,
2019, 11:54 a.m.: 20191211-IR-405190487RFA)

405 IAC 1-17-14 Allowable costs; wages; costs of employment; record keeping; owner or related party compensation
Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 14. (a) Reasonable compensation of individuals employed or to be employed by a provider is an allowable cost,
provided such employees are engaged in, or will be engaged in, patient care-related functions and that forecasted compensation
amounts are reasonable in light of historical data under this section and section 15 of this rule.

(b) The provider shall report on the financial report form in the manner prescribed, using the forms prescribed by the office,
all patient related staff costs and hours incurred, and forecasted to be incurred, to perform the function for which the provider was
certified. Both total compensation and total hours worked, and forecasted to be worked, shall be reported. If a service is performed
through a contractual agreement, imputed hours for contracted services shall be reported.

(c) Payroll records shall be maintained by the provider to substantiate the staffing costs reported to the office. Said records
shall indicate each employee's classification, hours worked, rate of pay, and the department or functional area to which the employee
was assigned and actually worked. If an employee performs duties in more than one (1) department or functional area, the payroll
records shall indicate the time allocations to the various assignments. (Office of the Secretary of Family and Social Services; 405
IAC 1-17-14; filed Sep 1, 1998, 3:25 p.m.: 22 IR 89; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19,
2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; readopted
filed Nov 13, 2019, 11:54 a.m.: 20191211-IR-405190487RFA)

405 IAC 1-17-15 Allowable costs; calculation of allowable owner or related party compensation; wages; salaries; fees; fringe
benefits

Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 15. (a) Compensation for management, consultant, or any individual or entity rendering services above the department
head level shall be subject to the annual limitations described in this section. All compensation received by the parties as described
in this subsection shall be reported and separately identified on the financial report form even though such payment may exceed the
limitations. This compensation is allowed to cover costs for all administrative, policy making, decision making, and other
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management and consultant functions above the department head level. This includes wages , s alaries, and fees for owner,
administrator, assistant administrator, management, contractor, and consultant as well as any other individual or entity performing
such tasks.

(b) The maximum amount of management compensation for the parties identified in subsection (a) shall be the lesser of the
amount under subsection (d), as updated by the office on July 1 of each year by determining the average rate of change of the most
recent twelve (12) quarters of the Gross National Product Implicit Price Deflator, or the amount of patient related wages, salaries,
or fees actually paid or withdrawn which were properly reported to the federal Internal Revenue Service as wages, salaries, fringe
benefits, expenses, or fees. If liabilities are established, they shall be paid within seventy-five (75) days after the end of the accounting
period or such costs shall be disallowed.

(c) In addition to wages, salaries, and fees paid to owners under subsection (b), the office will allow up to twelve percent
(12%) of the appropriate schedule for fringe benefits, business expenses charged to an operation, and other assets actually withdrawn
that are patient related. These expenses include fringe benefits that do not meet nondiscriminatory requirements of the Internal
Revenue Code, entertainment, travel, or continuing education. Other assets actually withdrawn include only those items that were
actually accrued and subsequently paid during the cost reporting period in which personal services were rendered and reported to
the federal Internal Revenue Service as fringe benefits, expenses, or fees. If liabilities are established, they shall be paid within
seventy-five (75) days after the end of the accounting period or such costs shall be disallowed.

(d) The management compensation and expense limitation per operation effective July 1, 1995, shall be as follows:
Owner and Management

Compensation Owner's Expenses

Beds Allowance
(12% × bed
allowance)

10 $21,542 $2,585
20 $28,741 $3,449
30 $35,915 $4,310
40 $43,081 $5,170
50 $50,281 $6,034
60 $54,590 $6,551
70 $58,904 $7,068
80 $63,211 $7,585
90 $67,507 $8,101
100 $71,818 $8,618
110 $77,594 $9,311
120 $83,330 $10,000
130 $89,103 $10,692
140 $94,822 $11,379
150 $100,578 $12,069
160 $106,311 $12,757
170 $112,068 $13,448
180 $117,807 $14,137
190 $123,562 $14,827
200 $129,298 $15,516

200 & over $129,298+
$262/bed over

200

$15,516+
$31/bed over 200

This subsection applies to each provider of a certified Medicaid operation. The unused portions of the allowance for one (1) operation
shall not be carried over to other operations. (Office of the Secretary of Family and Social Services; 405 IAC 1-17-15; filed Sep 1,
1998, 3:25 p.m.: 22 IR 89; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; readopted filed Nov 13,
2019, 11:54 a.m.: 20191211-IR-405190487RFA)
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405 IAC 1-17-16 Allocation of costs
Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 16. (a) The detailed basis  for allocation of expense between different levels of care in a facility shall remain a
prerogative of the provider as long as the basis is reasonable and consistent between accounting periods.

(b) However, the following relationships shall be followed:
(1) Reported expenses and patient census information must be for the same reporting period.
(2) Nursing salary allocations must be on the basis of nursing hours worked and must be for the reporting period except
when specific identification is used based on the actual salaries paid for the reporting period.
(3) Any change in the allocations must be approved by the office prior to the changes being implemented. Proposed changes
in allocation methods must be submitted to the office for approval at least ninety (90) days prior to the provider's reporting
year end.

(Office of the Secretary of Family and Social Services; 405 IAC 1-17-16; filed Sep 1, 1998, 3:25 p.m.: 22 IR 90; readopted filed
Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct
28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; readopted filed Nov 13, 2019, 11:54 a.m.: 20191211-IR-405190487RFA)

405 IAC 1-17-17 State-owned facilities per diem rate
Authority: IC 12-15-1-10; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 17. (a) The per diem rate for providers reimbursed under this rule:
(1) is an all-inclusive rate; and
(2) includes all services provided to members by the facility.
(b) Resources from health insurance plans available to the resident shall apply first to defraying the costs of medical services

before Medicaid. Such resources shall include, but not be limited to, Medicare, Civilian Health and Medical Plan for Uniform
Services, Veteran's Administration, and other health insurances. Services reimbursed through other sources shall be segregated and
not claimed on the facility's cost report. (Office of the Secretary of Family and Social Services; 405 IAC 1-17-17; filed Sep 1, 1998,
3:25 p.m.: 22 IR 90; readopted filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; filed May 30, 2007, 8:22 a.m.: 20070627-IR-
405060158FRA; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.:
20131127-IR-405130241RFA; filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-405150418FRA; readopted filed Jul 28, 2022, 2:21 p.m.:
20220824-IR-405220205RFA)

405 IAC 1-17-18 Administrative reconsideration; appeal
Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2
Affected: IC 12-13-7-3; IC 12-15

Sec. 18. (a) The office shall notify each provider of the provider's rate after such rate has been computed. If the provider
disagrees with the rate determination, the provider must request an administrative reconsideration by the office. Such reconsideration
request shall be in writing and shall contain specific issues to be reconsidered and the rationale for the provider's position. The request
shall be signed by the provider or the authorized representative of the provider and must be received by the office within forty-five
(45) days after release of the rate computed by the office. Upon receipt of the request for reconsideration, the office shall evaluate
the data. After review, the office may amend the rate, amend the challenged procedure or determination, or affirm the original
decision. The office shall thereafter notify the provider of its final decision in writing, within forty-five (45) days of the office's receipt
of the request for reconsideration. In the event that a timely response is not made by the office to the provider's reconsideration
request, the request shall be deemed denied and the provider may pursue its administrative remedies as set out in subsection (c).

(b) If the provider disagrees with a rate redetermination resulting from an audit adjustment, the provider must request an
administrative reconsideration from the office. Such reconsideration request shall be in writing and shall contain specific issues to
be considered and the rationale for the provider's position. The request shall be signed by the provider and must be received by the
office within forty-five (45) days after release of the rate computed by the office. Upon receipt of the request for reconsideration,
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the office shall evaluate the data. After review, the office may amend the audit adjustment or affirm the original adjustment. The
office shall thereafter notify the provider of its final decision in writing within forty-five (45) days of the office's receipt of the request
for reconsideration. In the event that a timely response is not made by the office to the provider's reconsideration request, the request
shall be deemed denied and the provider may pursue its administrative remedies under subsection (c).

(c) After completion of the reconsideration procedure under subsection (a) or (b), the provider may initiate an appeal under
405 IAC 1-1.4.

(d) The office may take action to prospectively implement Medicaid rates without awaiting the outcome of the administrative
process. (Office of the Secretary of Family and Social Services; 405 IAC 1-17-18; filed Sep 1, 1998, 3:25 p.m.: 22 IR 90; readopted
filed Jun 27, 2001, 9:40 a.m.: 24 IR 3822; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed
Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-405150418FRA; filed Dec 21,
2018, 3:17 p.m.: 20190116-IR-405180251FRA)

Rule 18.  Reimbursement of Medicare Cross-Over Claims
405 IAC 1-18-1 Definitions
405 IAC 1-18-2 Reimbursement of cross-over claims
405 IAC 1-18-3 Reimbursement of cross-over claims filed by providers other than nursing facilities

(Repealed)

405 IAC 1-18-1 Definitions
Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15-13; IC 12-15-14

Sec. 1. (a) The definitions in this section apply throughout this rule.
(b) "Cross-over claim" means a Medicaid claim filed on behalf of a Medicare beneficiary who is also eligible for Medicaid.

The term includes claims filed on behalf of beneficiaries who are eligible for Medicaid in any category, including, but not limited
to, qualified Medicare beneficiaries (QMBs) and beneficiaries who are eligible for full Medicaid coverage.

(c) "Medicaid allowable amount" means the reimbursement rate for a Medicaid claim as determined under state and federal
law and policies. This reimbursement rate shall be the most recent rate on file with the office of Medicaid policy and planning or its
contractor at the time a cross-over claim is processed.

(d) "Medicare payment amount" means the amount of payment made by Medicare to the provider for a given claim. It does
not include coinsurance amounts or deductibles. (Office of the Secretary of Family and Social Services; 405 IAC 1-18-1; filed Mar
18, 2002, 3:32 p.m.: 25 IR 2476; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28,
2013, 3:18 p.m.: 20131127-IR-405130241RFA; errata filed Oct 6, 2016, 2:59 p.m.: 20161019-IR-405160452ACA; readopted filed
Jul 28, 2022, 2:21 p.m.: 20220824-IR-405220205RFA)

405 IAC 1-18-2 Reimbursement of cross-over claims
Authority: IC 12-15-1-10; IC 12-15-1-15; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15-14

Sec. 2. (a) Cross-over claims filed by providers are reimbursed as set out in this section.
(b) If the Medicare payment amount for a claim exceeds or equals the Medicaid allowable amount for that claim, Medicaid

reimbursement will be zero (0).
(c) If the Medicaid allowable amount for a claim exceeds the Medicare payment amount for that claim, Medicaid

reimbursement is the lesser of:
(1) the difference between the Medicaid allowable amount minus the Medicare payment amount; or
(2) the Medicare cost-sharing costs described in 42 U.S.C. 1396d(p)(3)(B) through 42 U.S.C. 1396d(p)(3)(D), if any, for
the claim.

(Office of the Secretary of Family and Social Services; 405 IAC 1-18-2; filed Mar 18, 2002, 3:32 p.m.: 25 IR 2477; filed Nov 27,
2002, 4:30 p.m.: 26 IR 1079; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013,
3:18 p.m.: 20131127-IR-405130241RFA; filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-405150418FRA; errata filed Oct 6, 2016, 2:59
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p.m.: 20161019-IR-405160452ACA; readopted filed Jul 28, 2022, 2:21 p.m.: 20220824-IR-405220205RFA)

405 IAC 1-18-3 Reimbursement of cross-over claims filed by providers other than nursing facilities (Repealed)

Sec. 3. (Repealed by Office of the Secretary of Family and Social Services; filed Nov 27, 2002, 4:30 p.m.: 26 IR 1080)

Rule 19.  Ownership and Control Disclosures
405 IAC 1-19-1 Information to be disclosed
405 IAC 1-19-2 Time and manner of disclosure

405 IAC 1-19-1 Information to be disclosed
Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-13-7-3; IC 12-15

Sec. 1. (a) In accordance with and in addition to 42 CFR 455, Subpart B, and 42 CFR 1002, Subpart A, as amended, the
following disclosure requirements apply to all providers of Medicaid services and shall be disclosed in accordance with this rule:

(1) The name and address of each person with an ownership or control interest in the disclosing entity or in any
subcontractor in which the disclosing entity has direct or indirect ownership of five percent (5%) or more.
(2) Whether any of the persons named, in compliance with subdivision (1), is related to another as spouse, parent, child,
or sibling.
(3) The name of any other disclosing entity in which a person with an ownership or control interest in the disclosing entity
also has an ownership or control interest. This requirement applies to the extent that the disclosing entity can obtain this
information by requesting it in writing from the person. The disclosing entity must:

(A) keep copies of all these requests and the responses to them;
(B) make them available to the office upon request; and
(C) advise the office when there is no response to a request.

(4) The name, address, and Social Security number of any agent or managing employee.
(b) Any document or agreement, stipulating ownership interests or rights, duties, and liabilities of the entity or its members,

required to be filed with the secretary of state, whether it be a single filing or a periodic filing, shall also be filed with the office or
its fiscal agent. In the case of a partnership, the partnership agreement, if any, and any amendments thereto, shall be filed with the
office immediately upon creation or alteration of the partnership.

(c) A long term care facility provider shall comply with notification requirements set forth in 405 IAC 1-20 for change of
ownership.

(d) The office may suspend payment to an existing provider or reject a prospective provider's application for participation
if the provider fails to disclose ownership or control information as required by this rule and 405 IAC 1-14.6-5. (Office of the
Secretary of Family and Social Services; 405 IAC 1-19-1; filed Apr 17, 2003, 5:15 p.m.: 26 IR 2865; readopted filed Sep 19, 2007,
12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; readopted filed
Nov 13, 2019, 11:54 a.m.: 20191211-IR-405190487RFA)

405 IAC 1-19-2 Time and manner of disclosure
Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-13-7-3; IC 12-15

Sec. 2. (a) Any disclosing entity that is a long term care facility must supply the information specified in this rule to ISDH
at the time it is surveyed.

(b) Any disclosing entity must supply the information specified in this rule to the office at any time there is a change in
ownership or control.

(c) Any provider must supply the information specified in this rule at the time of filing a complete application.
(d) Any provider must supply the information specified in this rule upon executing the provider agreement.
(e) Providers are required to notify the office upon such time as the information specified in this rule changes within thirty-
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five (35) days of the effective date of change in such form as the office shall prescribe. Long term care providers involved in a change
of ownership shall also provide notification in accordance with 405 IAC 1-20. New nursing facility providers are required to notify
the office in accordance with this rule and 405 IAC 1-14.6-5. (Office of the Secretary of Family and Social Services; 405 IAC 1-19-2;
filed Apr 17, 2003, 5:15 p.m.: 26 IR 2865; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed
Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; filed Apr 29, 2015, 3:38 p.m.: 20150527-IR-405150034FRA; filed Aug 1,
2016, 3:44 p.m.: 20160831-IR-405150418FRA; readopted filed Jul 28, 2022, 2:21 p.m.: 20220824-IR-405220205RFA)

Rule 20.  Change of Ownership for a Long Term Care Facility
405 IAC 1-20-1 General
405 IAC 1-20-2 Notification requirements
405 IAC 1-20-3 Change of ownership types
405 IAC 1-20-4 Change of ownership effect
405 IAC 1-20-5 Record retention

405 IAC 1-20-1 General
Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-13-7-3; IC 12-15

Sec. 1. (a) As used in 405 IAC 1-19 and this rule, "long term care facility" means any of the following:
(1) A nursing facility.
(2) A CRF/DD.
(3) An ICF/IID.
(b) For Medicaid provider agreement purposes, the provider is the party directly or ultimately responsible for operating the

business enterprise. This party is legally responsible for decisions and liabilities in a business management sense. The same party
also bears the final responsibility for operational decisions made in the capacity of a governing body and for the consequences of
those decisions.

(c) Whether the owner of the provider enterprise (provider) owns the premises or rents or leases the premises from a landlord
or les s or is immaterial. However, if the provider enters into an agreement, which allows the landlord to make or participate in
decisions about the ongoing operation of the provider enterprise, this indicates that the provider has entered into either a partnership
agreement or a management agency agreement instead of a property lease. A new partnership agreement constitutes a change of
ownership. (Office of the Secretary of Family and Social Services; 405 IAC 1-20-1; filed Apr 17, 2003, 5:15 p.m.: 26 IR 2866;
readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-
405130241RFA; filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-405150418FRA; readopted filed Jul 28, 2022, 2:21 p.m.: 20220824-IR-
405220205RFA)

405 IAC 1-20-2 Notification requirements
Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-13-7-3; IC 12-15

Sec. 2. (a) When a change of ownership in a long term care facility is contemplated, the transferor provider shall notify the
office, or its fiscal agent, no less than forty-five (45) days prior to the effective date of sale or lease agreement that a change of
ownership may take place.

(b) Notification shall be in writing and include the following:
(1) A copy of the agreement of sale or transfer.
(2) The expected date of transfer.
(3) If applicable, the name of any individual who has an ownership or control interest, is a managing employee, or an agent
of the transferor, who will also hold an ownership or control interest, be a managing employee, or be an agent of the
transferee.
(c) The transferee shall make application to the office for an amendment to the transferor's provider agreement no less than

forty-five (45) days prior to the expected date of transfer in accordance with this rule and 405 IAC 1-14.6-5(c).
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(d) If notification requirements from both the transferor and the transferee have not been met on or before the forty-fifth
day before the effective date of the change of ownership, all Medicaid payments due to the transferor may be held until such time
as the information is received, reviewed, and approved for completeness. Any payments held will not be paid, until such time as the
transferee has fulfilled enrollment requirements in Medicaid as set forth in the provider manual and provider enrollment packet.

(e) The effective date of the change of ownership will be determined by ISDH's certification and transmittal and amended
by ISDH, if necessary, to correspond with the transferor/transferee agreement of sale or transfer. (Office of the Secretary of Family
and Social Services; 405 IAC 1-20-2; filed Apr 17, 2003, 5:15 p.m.: 26 IR 2866; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; filed Apr 29, 2015, 3:38
p.m.: 20150527-IR-405150034FRA; filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-405150418FRA; readopted filed Jul 28, 2022, 2:21
p.m.: 20220824-IR-405220205RFA)

405 IAC 1-20-3 Change of ownership types
Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-13-7-3; IC 12-15

Sec. 3. A change of ownership in an existing long term care facility occurs under, but is not limited to, any of the following
circumstances:

(1) For a sole proprietorship, if a provider of services is an entity owned by a single individual, a t rans fer of title and
property to the enterprise to another person or firm, whether or not including a transfer of title to the real estate or if the
former sole proprietor becomes one (1) of the members of a business entity succeeding him or her as the new owner.
(2) For a partnership, a new partnership, or the removal, addition, or substitution of an individual partner in an existing
partnership, in the absence of an express statement to the contrary in the partnership agreement, that dissolves the old
partnership and creates a new partnership.
(3) For a corporation, a new corporation, the merger of the applicant or provider corporation into another corporation, or
the consolidation of two (2) or more corporations, or any other change resulting in the creation of a new corporation. In an
incorporated provider entity, the corporation is the owner. The governing body of the corporation is the group having direct
legal responsibility under state law for operation of the corporation's entity, whether that body is:

(A) a board of trustees;
(B) a board of directors;
(C) the entire membership of the corporation; or
(D) known by some other name.

(Office of the Secretary of Family and Social Services; 405 IAC 1-20-3; filed Apr 17, 2003, 5:15 p.m.: 26 IR 2866; readopted filed
Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA;
readopted filed Nov 13, 2019, 11:54 a.m.: 20191211-IR-405190487RFA)

405 IAC 1-20-4 Change of ownership effect
Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-13-7-3; IC 12-15

Sec. 4. When there is a change of ownership of a long term care facility, the office will transfer the provider agreement to
the transferee subject to the terms and conditions under which it was originally issued and subject to any existing plan of correction
and pending audit findings as follows:

(1) The transferor and transferee shall reach an agreement between themselves concerning Medicaid reimbursements,
underpayments, overpayments, and civil monetary penalties.
(2) From the effective date of change of ownership and if all requirements are met, all reimbursements will be made to the
transferee, regardless of whether the reimbursement was incurred by a current owner or previous owner.
(3) From the effective date of change of ownership, the transferee shall assume liability for repayment to the office of any
amount due the office, regardless of whether liability was incurred by a current owner or operator or by a previous owner
or operator.
(4) Liability of current and previous providers to the office shall be joint and several.
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(5) A current or previous owner or lessee may request from the office a list of all known outstanding liabilities due the office
by the facility and of any known pending office actions against a facility that may result in further liability.
(6) For purposes of this section, examples of reimbursements, overpayments, and penalties shall include, but not be limited
to, the following:

(A) Outstanding claims.
(B) Any retro rate adjustment that results in an underpayment or overpayment based upon the transferor's cost report.
(C) Amounts identified during past, present, or future audits that pertain to an audit period prior to a change in
ownership.
(D) Pending or completed surveillance utilization review (SUR) audit.
(E) Impos ition of penalties due to failure of the provider to be in substantial compliance with applicable federal
requirements for nursing facilities participation in the Medicare program or Medicaid.
(F) Civil monetary penalties.
(G) Amounts established by final administrative decisions.

(Office of the Secretary of Family and Social Services; 405 IAC 1-20-4; filed Apr 17, 2003, 5:15 p.m.: 26 IR 2867; readopted filed
Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA;
filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-405150418FRA; readopted filed Jul 28, 2022, 2:21 p.m.: 20220824-IR-405220205RFA)

405 IAC 1-20-5 Record retention
Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-13-7-3; IC 12-15

Sec. 5. The transferee shall take possession of the Medicaid records of the transferor and safeguard them for no less than
three (3) years from the date of the last claim reimbursed by the office or until any pending administrative or judicial appeal is closed,
whichever is longer. (Office of the Secretary of Family and Social Services; 405 IAC 1-20-5; filed Apr 17, 2003, 5:15 p.m.: 26 IR
2867; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-
IR-405130241RFA; readopted filed Nov 13, 2019, 11:54 a.m.: 20191211-IR-405190487RFA)

Rule 21.  Payments for Psychiatric Residential Treatment Facility Services
405 IAC 1-21-1 Purpose; scope
405 IAC 1-21-2 "Psychiatric residential treatment facility" or "PRTF" defined
405 IAC 1-21-3 Reimbursement rates
405 IAC 1-21-4 Cost reports and audits

405 IAC 1-21-1 Purpose; scope
Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15

Sec. 1. The purpose of this section is to establish a prospective, cost-based reimbursement methodology for services
provided by psychiatric residential t reatment facilities that are covered by Medicaid. Prospective payment shall constitute full
reimbursement. There shall be no year-end cost settlement payments. (Office of the Secretary of Family and Social Services; 405
IAC 1-21-1; filed Mar 22, 2004, 3:15 p.m.: 27 IR 2475; readopted filed Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA;
readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-405150418FRA;
readopted filed Jul 28, 2022, 2:21 p.m.: 20220824-IR-405220205RFA)

405 IAC 1-21-2 "Psychiatric residential treatment facility" or "PRTF" defined
Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15

Sec. 2. As used in this rule, "psychiatric residential treatment facility" or "PRTF" means a facility that is licensed under 465
IAC 2-11 as a private secure child caring institution and meets the requirements set forth in 405 IAC 5-20-3.1. (Office of the Secretary
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of Family and Social Services; 405 IAC 1-21-2; filed Mar 22, 2004, 3:15 p.m.: 27 IR 2475; readopted filed Sep 19, 2007, 12:16
p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; errata filed Oct 6,
2016, 2:59 p.m.: 20161019-IR-405160452ACA; readopted filed Jul 28, 2022, 2:21 p.m.: 20220824-IR-405220205RFA)

405 IAC 1-21-3 Reimbursement rates
Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15

Sec. 3. Covered inpatient psychiatric facility services for individuals under twenty-one (21) years of age provided in PRTFs
shall be reimbursed in accordance with the following:

(1) The PRTFs shall be reimbursed for services provided to Medicaid members based upon the lower of:
(A) the statewide PRTF prospective per diem rate calculated by the office; or
(B) the usual and customary daily charges billed for the psychiatric treatment of eligible members.

(2) The applicable PRTF payment per diem rate determined in subdivision (1) shall provide reimbursement for all Medicaid
covered services provided in the psychiatric residential treatment facility except for those costs described in subdivisions
(3) and (6). Providers will include, and rates will be determined using, only those allowable costs as listed in Medicaid
provider reimbursement manuals and update bulletins.
(3) The per diem rate determined in subdivision (1) shall exclude those costs incurred for the following:

(A) Pharmaceutical supplies and services. Medicaid reimbursement for costs incurred for pharmaceutical supplies
and services provided to eligible members  s hall be paid separate and apart from the PRTF per diem rate and in
accordance with the reimbursement policies described in 405 IAC 5-24.
(B) Physician services. Medicaid reimbursement for costs incurred for physician services provided to  eligible
members shall be paid separate and apart from the PRTF per diem rate and in accordance with the reimbursement
policies described in 405 IAC 5-25.

(4) All costs utilized to determine the statewide prospective per diem rate in subdivision (1)(A) shall be subject  to
reasonability standards as set forth in the Medicare Provider Reimbursement Manual, CMS-Pub. 15-1, Chapter 25.
(5) The per diem rate determined in subdivision (1) shall exclude such costs unrelated to providing psychiatric residential
services, including, but not limited to, the following:

(A) Group education, including elementary and secondary education.
(B) Advertising or marketing.
(C) Nonpsychiatric specialty programs.

(6) Medicaid  reimbursement for Medicaid covered psychiatric services provided to members residing in a psychiatric
residential treatment facility shall be limited to the payments described in this rule. Costs for Medicaid covered services not
related to the member's psychiatric condition but performed at the PRTF will be included in  the PRTF per diem rate.
Medicaid reimbursement for Medicaid covered services not related to the member's psychiatric condition is available,
separate from the PRTF per diem, only in instances where those services are unavailable at the PRTF and are performed
at a location other than the PRTF.
(7) The established per diem rate for psychiatric residential treatment facilities shall be reviewed annually by the office by
using the most recent, reliable claims data and adjusted cost report data to reflect changes in treatment patterns, technology,
and other factors that may change the cost of efficiently providing inpatient psychiatric services, and adjusted as necessary,
in accordance with this section.

(Office of the Secretary of Family and Social Services; 405 IAC 1-21-3; filed Mar 22, 2004, 3:15 p.m.: 27 IR 2475; readopted filed
Sep 19, 2007, 12:16 p.m.: 20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA;
filed Aug 1, 2016, 3:44 p.m.: 20160831-IR-405150418FRA; readopted filed Jul 28, 2022, 2:21 p.m.: 20220824-IR-405220205RFA)

405 IAC 1-21-4 Cost reports and audits
Authority: IC 12-15-1-10; IC 12-15-21-2; IC 12-15-21-3
Affected: IC 12-15

Sec. 4. PRTFs shall file a cost report annually using a uniform cost report form prescribed by the office. The office may audit
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or review the cost reports as it deems necessary. (Office of the Secretary of Family and Social Services; 405 IAC 1-21-4; filed Mar
22, 2004, 3:15 p.m.: 27 IR 2476; errata filed Apr 8, 2004, 10:35 a.m.: 27 IR 2499; readopted filed Sep 19, 2007, 12:16 p.m.:
20071010-IR-405070311RFA; readopted filed Oct 28, 2013, 3:18 p.m.: 20131127-IR-405130241RFA; filed Aug 1, 2016, 3:44 p.m.:
20160831-IR-405150418FRA; readopted filed Jul 28, 2022, 2:21 p.m.: 20220824-IR-405220205RFA)

*
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